A RAND MSNALLY 
PUBLICATION 


ONTHLY 


Ideas On Which To Base 
TODAY’S POLICIES 


\ 
i \ 
| : 
S\N 
\\ \\ 
EO\\\ \ 
Yj aN \\ 
h 
ein 
y 


Vee MES Your Encouragement Is Needed 
i) s\ “The cautious side today in most lines of busi- 
. X 


i) ness is to prepare for the competition of 
tomorrow.” 
—A Business Executive 


Depression Is A Good Teacher 


“If a bank will conduct its business so that the 
public feels it has no secrets, the public will 
not lose confidence in it.” 


—A Bank Commissioner 


These Bonds Earn Dividends 


“We maintain the earning power of our bank 
and its liquidity by investing at least 50% of 
new savings deposits in ‘depression-proof’ 
bonds.” 

—A Bank Vice President 
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One of 


AMERICA > 


GREAT BANKS 


LarcE resources and sound manage- 
ment have made the First National 
Bank first in size and first in service in 
Saint Louis and the Central West. 


Its size has inspired public confidence. 
Its sound management has demonstrat- 
ed that this confidence has been well- 
placed. 

As one of America’s great banks —with 
seventy-five years’ experience —the 
First National Bank in Saint Louis is 
particularly well-fitted to provide a 
service to correspondents not excelled 
in the United States. 
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In 


Transit 


Op eration 


RAND McNALLY & COMPANY (Official Numbering Agent A. B. A.) 
536 South Clark Street, Chicago 


Enter our order for 


The American Bankers Association issues this 
book to enable your bank to handle transit 
costs at the least possible expense. The KEY 
TO NUMERICAL SYSTEM OF THE AMER- 
ICAN BANKERS ASSOCIATION is the key 
to huge savings in transit operations. It will 
save far more than it costs you. 


OLLOWING are quotations from letters 

recently received from present users. 
These banks range from $400,000,000 to 
$750,000 deposits. 


“Frankly I don’t know how we could operate the 
transit department of a bank this size without an 
A. B. A. KEY Book. Our seven copies are in constant 
use and by the time a new edition is published, all of 
them are absolute wrecks and literally filled with nota- 
tions of changes.” 


“We shall be pleased to have you forward us, as 
soon as possible, your 14th Edition KEY TO NUMERI- 
CAL SYSTEM OF THE A. B. A., and bill us accord- 
ingly. We have used your publication for many years, 
and find it invaluable in connection with our transit 
work.” 


“It seems to me that any bank with any amount of 
out of town checks cannot afford to be without this 
book.” 


“We believe that in a bank having considerable 
volume of transit items they would find it profitable 
to keep on hand an up to date edition of this KEY 
Book. Information such as contained therein is of 
doubtful value when it is inaccurate, as might be the 
case with an old edition.” 


“We believe that all banks should feel it worthwhile 
to possess a KEY Book.” 


“The KEY Book is an excellent reference for any 
bank and will prove profitable in its operations.” 


First copies are now in the mail. If you, 
too, would enjoy bed rock transit costs, you 
must act immediately. Only enough copies 
are printed to fill known demand. A copy 
can still be printed for you—if you place 
your order AT ONCE. 


Don’t wait to find out if someone else in your bank has ordered a copy. The form 
below protects you from duplication. O. K. and mail the coupon RIGHT NOW. 


Readers will confer a favor by mentioning THE NOVEMBER 1932 BANKERS MONTHLY when writing to our advertisers 


copies of the 1932 KEY TO NUMERICAL SYSTEM OF THE AMERICAN BANKERS AS- 
SOCIATION, for which we will pay $2.50 each on receipt of the invoice for the same. (This order is void if our bank 
already has an order for tiiis same edition.) 
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BOSTON 


1784 * 1932 


Complete Banking Facilities 
Domestic and Foreign 


New England’s Oldest and Largest 


Financtal Institution 
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CONTINENTAL ILLINOIS 
BANK AND TRUST 
COMPANY 


CHICAGO 
Statement of Condition, September 30, 1932 


RESOURCES 

Cash and Due from Banks . .  . $185,099,217.06 
United States Government Securities ~  «  « 93,141,817.98 
Other Bonds and Securities ., : ? : : . 89,680,362.88 
Loans: Demand ,_, . $105,803,172.55 

Tae . . cs. 257,492,343.10  363,295,515.65 
Stock in Federal Reserve Bank . oe eee «~~ 4,200,000.00 
Customers’ Liability under Letters of Credit . 18,321,854.33 
Customers’ Liability on Acceptances : p .  . 23,584,832.20 
Other Banks’ Liability on Bills Purchased . , 701,520.00 
Interest Accrued but Not Collected : . 3,381,927.45 
Bank Building . . . _ 15,000,000.00 


$796,407,047.55 
LIABILITIES 

Capital ‘ : es . $ 75,000,000.00 
ag age oe 4 25,000,000.00 
Undivided Profits rc ‘ ‘ i J 2,469,392.86 
Reserve for Dividend Payable October1 . . . 1,500,000.00 
Reserve for Taxes and Interest . . . . 11,548,998.52 

Deposits: Demand . . $449,251,666.99 
Time . 187,308,386.39 636,560,053.38 
Letters of Credit . . . . = « = «  «  «  18,794,964.02 
Acceptances : . , . 24,125,788.54 
Other Banks’ Bills Endorsed and Sold 701,520.00 
Discount Collected but Not Earned , . 706,330.23 


$796,407,047.55 
Za 


The capital stock of the Continental Illinois Company, held in trust for the stockholders of the 
Continental Illinois Bank and Trust Company, is not included in the above figures 
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One-Sentence 
Editorials 


The question, ‘‘How ean I recog- 
nize a safe bank?’’ still awaits a 
good answer. 

* 

It is entirely unfair to your loyal 
customers to pay out funds to 
frightened individuals who come in 
groups in times of stress. 

oe 

Never was there a time when 
bankers were forced to take a sincere 
interest in the management details 
of every customer’s business as now. 

w 

Make personal instruction of some 
employee a part of your job this 
year or, better still, conduct classes 
for all employees. 

e 

Encourage the discussion of bank- 
ing in local meetings and be pre- 
pared with clear answers to the 
questions asked. 

a 

Ask more help of your directors 

in handling public relations. 
2 

Possibly we need a new technique 
for securing new business now that 
we have learned the type of cus- 
tomer who makes money for the 
bank. 

oe 

An efficient collection officer can 
find hundreds of profitable collection 
possibilities by keeping in close 
touch with local dealers who may 
not be good collectors themselves. 

* 

If we frankly inform our cus- 
tomers about our banks when busi- 
ness is good, we will not need to 
fear telling them the truth during 
times of hysteria. 

o 

How many of your directors know 
anything about the actual financial 
position of your bank from day to 
day other than the list of loans? 
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Your Encouragement Is Needed 


To Stimulate Industrial Recovery 
A Guest Editorial 


A. W. ROBERTSON 


Chairman, Westinghouse Electric & Manufacturing Co., Pittsburgh, Chairman, The Committee on 
Industrial Rehabilitation and Economic Recovery, inaugurated at the conference 
of the members of the banking and industrial committee held 
at Washington, D. C., August 26, 1932 


HE business men of this country are 

engaged in an earnest effort to bring all 
business back to a paying basis. Who could 
be more concerned with the success of this 
effort in your community than the officers of 
your bank? 

I am appealing to you to look at this pro- 
gram as a local enterprise. Local, not only 
as to your community, but as to your own 
bank’s customers. 

Encourage each manufacturer, each mer- 
chant, each farmer to study the benefits of 
buying needed equipment for his business right 
now. This is the most economical time to do 
it. Prices of machines, building materials and 
services will probably not be as low again. 

Encourage them also because they will be 
able to produce for much less after needed 
improvements are made. With lower costs, 
they can compete more successfully in the 
immediate future even though selling prices 
may be less. 

I realize that bankers must be conservative 
and must take the cautious side. But the 
cautious side today in most lines of business 
is to prepare for the competition of tomorrow. 


HIS applies equally well to factories and 
to farms. The farmer who provides him- 
self with labor-saving equipment that will ena- 
ble him to do his field work at the time when 
it is done to best advantage, will have the largest 
yields and will produce at lower costs. He can 
therefore compete in the world’s markets with 
success even though market prices are low. 
The farmer or manufacturer or merchant 
who does not improve his equipment and 
methods will be forced to hire labor at higher 
rates, and, therefore, to find himself making 
a larger cash outlay to produce his products 
than others who have been more foresighted 
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and are producing at a much lower cost and 
selling at a profit. 

The old adage: ‘You cannot have unless 
you give” applies perfectly to bankers right 
now. Your customers cannot deposit money 
unless they make money. They will not be 
able to make money unless they prepare for 
the business of the immediate future. And 
they may not prepare unless you encourage 
them. Many of them are hesitating to under- 
take this work of rehabilitating their equip- 
ment because they are afraid that you will 
not approve of it. They may possibly have 
suggested their needs to you in a halting way, 
but if they did not receive any encouragement, 
it may be that they will put off too long what 
needs to be done. 


N THE work of our committee, we propose 

first to encourage those who have the 

money to spend it now in the way that will 
make them the most profit in the future. 

We are having definite success in this effort. 
But there are others who do not have quite 
such a liberal reserve who may possibly need 
some bank credit. 

While money for re-equipping a plant in 
reality is long-term financing, there are many 
ways by which, in individual cases, the loans 
can be made short-term obligations. The 
turnover of the money in the business can be 
handled in such a way that a 30-day loan now 
and a 90-day loan a little later may enable the 
firm to handle its improvements with bank 
credit. 

While the cumulative effect of the encour- 
agement bankers can give is going to be of 
huge benefit to the country as a whole, remem- 
ber I am proposing this matter to you from 
the standpoint of your individual community 
and your individual customers. 
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Through The Years 


For more than fifty years the history 
of Central Hanover has been closely, 
helpfully and loyally identified with 
the progress of leading banks all over 


the United States. 
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Statements of Condition 


September 30, 1932 


The First National Bank of Chicago 


ASSETS 
Cash and Due from Banks ‘ 


United States Bonds and Certificates ° 
Other Bonds and Securities ‘ 
Loans and Discounts ° 
Real Estate (Bank Building) ° 
Federal Reserve Bank Stock ‘ ‘ 

nk 


Customers’ Liability Account of Acceptances 


Interest Earned, not Collected , 


by Foreman-State National Ba: 
Assets Transferred after Deducting Reserves 
Other Assets. 


LIABILITIES 
Capital Stock paid in 
Surplus Fund 
Other Undivided Profits ° 
Discount Collected but not Rarned . 
Dividend No. 201, payable Sept. 30, 1932 
Reserve for Taxes, etc. 
Liability Account of Acceptance es 
Time Deposits 
Demand Deposits 


Liabilities other than those above stated 


. . 
. . 
- 

. . 
: . 
. . 
7 . 
. . 
. . 
. . 
. . 
: . 
. . 
. 7 
+ . 
. . 
7 . 


$25. 878, 786. 49 
414,881 ,407.69 


Contingent Liability under Commercial and Traveilers Letters of Credit 


Guaranteed by Customers 


$190,459,520.57 
72,258,561 .87 
21,488,992.34 
177,975,347.17 
10,137 ,934.13 
1,500,000.00 
7,916,801.20 
1,188,037.92 


16,433,165.38 
367,798.41 
$499,726,158.99 


$25,000,000.00 
15,000,000.00 
5,611,256.71 
697,400.73 
750,000.00 
2,427,909.77 
8,117,782.86 


440,760,194.18 
1,361,614.74 


$499,726,158.99 
$ 2,877,448.30 


First Union Trust and Savings Bank 


ASSETS 
Cash and Due from Banks ‘ ‘ ‘ > 
United States Bonds and Certificates 
“Time Loans and Discounts ‘ 
Demand Loans > 
Other Bonds and Securities > 


by a Oa ~— Sniiaees Bank 
Assets Transferred after Deducting Reserves 


Other Assets. re ‘ 


. . . 7 . 


LIABILITIES 
Capital Stock paid in ° 
Surplus Fund . 
Other Undivided Profits 
Reserve for Interest, Taxes, etc. ° ° ° 
Reserve for Bonds held and Contingencies 
Contingent Liabilities on Other Banks’ Bills Sold 
Time Deposits . > ‘ . 
Demand Deposits ° 


Liabilities other than those steal stated 


° . . . . 
+ . 7 
. 


Combined 
Capital, Surplus and Profits. , 
Deposits ° ° ° ° 
Resources . ° . . 


. 
es ee 2.8 


. 
. 
. 
. 
. 


$121, 159,024.24 


23,856,137.46 


$ 49,669,027.66 
9,338,556.20 
25,716,223.87 
18,277 959.45 
53,630,965.48 


9,233,299.38 
2,460,452.04 
$168,326,484.08 


$ 10,000,000.00 
5,000,000.00 
873,498.40 
2,469,432.98 
4,000,000.00 
2,665.42 


145,015,161.70 
965,725.58 
$168,326,484.08 


$61,484,755 
585,775,355 
668,052,643 
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Encourage Foreign Trade © 
Customers And Banks Will Benefit 


SILAS H. STRAWN 
1931-32 President of The Chamber 


of Commerce of The United States. 
Director, First National Bank, Chicago 


AM firmly of the opinion that the 

American manufacturer should 

be encouraged to compete with 
all nations for for- 
eign trade. Obvious- 
ly, the productive 
eapacity of Ameri- 
ean manufacturers 
is such that the em- 
ployment of their 
facilities and the re- 
engagement of their 
employees who are 
laid off on account 
of the depression, 
compel extension of 
our foreign trade to 
the utmost. 

In a memoran- 
dum submitted by 
the American Com- 
mittee of the Inter- 
national Chamber of 
Commerce to a meet- : 
ing of the Council of the Chamber 
in Paris last March, the com- 
mittee expressed the opinion that 
the present unfortunate economic, 
social, and political conditions are 
the inevitable consequences of the 
pursuit of policies in all countries 
which past experience indicates must 
bring great hardship and extraor- 
dinary losses to all nations; that the 
fundamental causes of the depres- 
sion and the severity of the financial 
crisis which accompanies it arise 
from dislocation caused by the war, 





As advisers to business, bankers may benefit from the 


experience of the author—a student of international 


affairs. Even inland banks have an interest in exports. 


Four Reasons For 


Encouraging Exports 


1. The many 
factories that 
stand idle and 
the thousands 
of employees 
who are laid 
off compel ex- 
tension of 
our foreign 
trade to the 
utmost. 

2,.While 
only about 
10% of Ameri- 
can products 
go abroad, that 
10% has an important 
influence on the price of 
the 90% sold at home. 


3. About 2% million 
people depend upon our 
foreign commerce for 
their livelihood. 

4. No thoughtful busi- 
ness man believes that we 
can successfully pursue a 
policy of self-containment. 
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by the strain upon the credit re- 
sources of the world and by the 
contraction in the supply of such 
credit. 

These causes have been aggravated 
by unjustifiable inflation and speecu- 
lation, increased expenditures of 
government, resulting in taxation 
burdens which have increased unem- 
ployment, unduly excessive tariffs, 
quotas, and licenses, price-fixing 
devices and other restrictions which 
stifle international trade and in- 
erease the inability to settle inter- 
national balances by the movement 
of goods, capital, and services. 

The committee further said that a 
depression so universal in its scope, 
a financial crisis so severe in its 
effect, could not have been caused by 
one nation and cannot be remedied 
by a single nation; that the creditor 
and debtor nations alike have created 
barriers to trade, plunged into ex- 
penditures for armament, social ex- 
penditures and public improvements, 
which, regardless of their intrinsic 
merit, have laid heavy burdens on 
the already weakened governmental 
and financial structures; that if 
ereditor nations have loaned money 
too freely, borrowers have spent just 
as freely and, in many eases, for 
purposes which, to say the least, will 
not be helpful in their repayment. 

So, the committee said, the blame 
for these conditions rests, in one 
degree or another, upon all countries, 








and it would 
be quite im- 
possible to 
assess to one 
or to several 
countries, 
their share 
in the poli- 
cies which 
brought them 
about. 

While it is 
true that the 
UnitedStates, 
by reason of 
our great-di- 
versity of cli- 


mate and 
variety of 
natural re- 
sourees, can 


‘‘live on its 
own’’ better 


than any 
other coun- 
try, we can- 


not expect to 
return to our 
1925and 1926 
prosperity without the revival of our 
foreign trade. Although it is gener- 
ally estimated that but 10% of our 
products go abroad, the fact remains 
that this 10% has a most potential 
influence upon the price of the prod- 
ucts domestically consumed. 
Perhaps 21% millions of people are 
dependent upon our foreign com- 
merce for their livelihood. Foreign 
trade necessarily depends upon good 
relations with all nations. No 
thoughtful business man_ believes 
that we can successfully pursue a 
policy of self-containment. By the 
concurrence of both political parties, 
we are committed to the policy of 
protecting the producers and wage 
earners to an amount that repre- 
sents the difference between the cost 
of production and standard of living 
in this and in other countries. In 
our own selfish interests we cannot 
raise our tariff barriers so high as to 
prohibit the importation of foreign 
goods into this country and at the 
same time expect any considerable 
increase in the volume of our foreign 
trade with other countries. 
Persistently, since the war, many 
of the countries of the world have 
erected barriers to trade by higher 
tariffs, by temporary quotas, licenses 
and exchange control restrictions, to 
such an extent that they almost 
prohibit imports and greatly handi- 
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cap the movement of capital. 


Our tariff policy differs from that 
of other nations in that we are on a 
most-favored-nation basis, that is, 
we treat all alike, whereas most 
other countries are on a convention 
or bargain basis. Our tariff schedule 
is fixed, so that when our merchants 
go abroad to purchase goods, or the 
merchants in other countries export 
goods to us, they know what they 
will have to pay when the goods 
reach the port of entry, while in 
many other countries the tariff floats 
up and down with the rise and fall 
of exchange. Furthermore, we have 
a non-partisan Tariff Commission, 
created for the purpose of recom- 
mending adjustment of tariff rates, 
consistent with fluctuations in va- 
rious commodities, resultant upon 
changed conditions. 

The recent conference at Lausanne 
settled the amount of reparations to 
be paid by Germany to the nations 
in Europe. The representatives of 


France, Great Britain, Italy and 
Belgium, together with those of 


other creditor nations on reparations 
account, notwithstanding declining 
governmental revenues and precari- 
ous budgetary situations, had the 
courage and vision to take this de- 
cisive step, which, to my mind, is 
striking evidence of a.determination 
to find a way out of the political and 


economie 
tangle with 
which all 
nations are 
struggling. 
This action 
will have ben- 
eficial effect 
upon Euro- 
pean trade 
and finance. 
The whole 
economic fab- 
rie of Central 
Europe de- 
pends in 
great measure 
upon a sound 
business and 
political 
structure in 
Germany 
which in nor- 
mal times is 
the third 
largest mar- 
ket in the 
world, with 
an industri- 
ous and intelligent population. 

The action taken at Lausanne will 
not become final, however, until it is 
ratified by the legislative bodies of 
the powers concerned. The creditor 
nations propose to delay such ratifi- 
cation until a satisfactory settlement 
may, in turn, be reached with their 
own creditors, with regard to inter- 
governmental debts, especially those 
owed to the United States. 


Assuming, as we must, that inter- 
governmental debt payments are a 
factor in prolonging the crisis, then, 
in our own interest and in the in- 
terest of world recovery, we have an 
obligation to give the question care- 
ful study to determine whether, to 
what extent, and under what condi- 
tions, a readjustment of these debts 
would contribute to the economic 
welfare of the United States. 


In my address as president of the 
Chamber of Commerce of the United 
States, in San Francisco, last May, 
I attempted to state the arguments 
for and against the cancellation or 
recasting of our inter-governmental 
debts. I might say in passing that 
the Chamber of Commerce of the 
United States has designated a com- 
mittee again carefully to review the 
whole subject of our inter-govern- 
mental debts. The report of this com- 
mittee will be forthcoming early in 


Photo by H. Armstrong Roberts 
A return to the volume of bank transactions of a few years ago is possible only by increasing trade relations with 
foreign countries. The author urges bankers to encourage customers to expand their business abroad. 


November. I commend it to your 
consideration. 
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Canadian Power Has Prospects 


But Little Understood In America 


R. H. DEAN 


Nesbitt, Thomson & Co., Ltd. 
Montreal, Canada 


HE confidence of the Canadian 

people in their public utilities 

has been very clearly demon- 
strated in recent years. In placing 
their funds in utility channels, Can- 
adians have merely followed the ex- 
ample of investors the globe over. 
Taking the investment in central 
electric stations, telephones, and 
electric railways, the apparent total 
investment in Can- 
adian public utilities 


Investments’ in power projects are more safely made 


with a knowledge of the resources and prospects of develop- 


ment. Here are the facts about Dominion Water Power. 


mately four-fifths of this will accrue 
to Canada, 1,000,000 horse power to 
be developed in the international 
section and 3,000,000 horse power in 
the national or Quebec section. 

The definite promise of so sub- 
stantial an addition to Canada’s 
developed hydro-electric energy 
makes the whole question of Can- 
adian water-power development one 





is about $995,000,000, 
which is equal to 
about 3.5% of the 
entire national wealth 
of Canada. British 
and foreign invest- 
ments in the public 
utilities of Canada 
(exelusive of rail- 
ways) was, according 
to the latest compu- 
tation, $446,312,000, 
or roughly one-half. 

Investment on the 
part of the United 
States accounts for 
$326,710,000, or over 73% of this. 
Great Britain’s investments total 
$80,146,000, or over 17%. Other 
eountries have contributed $39,456,- 
000 or less than 10%. 

The agreement which has been 
reached between Canada and the 
United States for the joint develop- 
ment of the St. Lawrence deep 
waterway, the greatest and most 
significant project upon which the 
two countries have mutually em- 
barked, has a special interest from 
the standpoint of the Canadian 
hydro-electric industry. 

Incidental to the construction of 
the ship channel from the heart of 
the American continent to the 
Atlantic Ocean, but in many consid- 
erations of equal importance, is the 
development of some 5,200,000 horse 
power of electrical energy. Approxi- 
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Canada’s water-power resources are greater than those of any coun but the 


United States. Here is the Great Falls Plant of the Manitoba Power 


of especial moment at the present 
time, not alone to the Dominion but 
the United States where industrial- 
ists and investors are equally in- 
terested. It makes the present time 
pertinent for a broad survey; to 
glance back over past accomplish- 
ment; to look forward and estimate 
the future. 

Canada’s water-power resources 
are immense. Their extent is as yet 
inaccurately known as data are con- 
stantly being collected in the remoter 
areas, but definitely they are greater 
than those with which any country 
of the globe has been endowed, with 
the single exception of the United 
States. Figures relating to avail- 
ability in 1930, for instance, are 
higher than those previously pub- 
lished. According to these the known 
available water-power in Canada, 


exclusive of the St. Lawrence pro- 
ject, caleulated on the basis of. 24 
hours power at 80% efficiency, is 
20,347,400 horse power for condi- 
tions of ordinary minimum flow, 
and 33,617,200 horse power ordin- 
arily available for six months of the 
year. The estimate is believed to 
be conservative since an analysis of 
water-power plants scattered from 
coast to coast, upon 
which complete data 
have been made avail- 
able, gives an average 
machine installation 
30% greater. Apply- 
ing this, the present 
recorded water-power 
resources of the 
Dominion should per- 
mit a turbine install- 
ation of 43,702,360 
horse power. 

Every province of 
the Dominion, and it 
might be said nearly 
every section, shares 
to some extent in this 
distribution. Nature, however, again 
showed exceptional consideration 
when she placed the greater share 
within the bounds of the provinces 
of Ontario and Quebee, giving an 
immense potential power develop- 
ment in place of the coal which she 
denied this great region of Central 
Canada. ; 

Quebee, with 13,064,000 horse 
power available, or approximately 
one-third of the Dominion’s total, 
leads in the availability of power. 
Ontario follows with 6,940,000 horse 
power. Manitoba with 5,344,500 
horse power and British Columbia 
with 5,103,500 horse power rank 
close together with substantial re- 
sources. 

The Maritime provinces and 
Saskatchewan and Alberta have by 
no means been neglected, however, 


‘o., Ltd. 
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and these sections, not to anything 
like the same extent dependent upon 
water-power for the generation of 


energy, have nevertheless great 
potentiality in this regard. Sas- 


katchewan has 1,082,000 horse power 
available, Alberta 1,049,500 horse 
power, while the availability of the 
Maritime provinces taken together 
is 302,700 horse power. This figure 
is more than doubled by the avail- 
ability of the Yukon 
and Northwest Ter- 
ritories which is 
placed at 731,000 
horse power. 

Talk of power de- 
velopment features 
is sO prominent in 
economic discussion 
that it is perhaps 
natural to assume 
that the greater part 
of these vast re- 
sources is developed 
and productive. 

It is illuminating 
to discover that 
Canada’s power sit- 
uation today has 
come about, and the eminent place 
the Dominion occupies in this re- 
gard among the countries of the 
world has been reached, through 
the development of but an _ insig- 
nificant fraction of these resources. 





At the end of 1931, actual in- 
stallation represented only about 
15% of the recorded water-power 


resources. This, however, has been 
sufficient to raise Canada to a place 
third after the. United States and 
Germany in_ kilowatt hour of 
electrical energy generated and, due 
to her relatively small population, 
the supreme place in per capita 
consumption, her figure being more 
than twice that of the United States, 
more than four times that of Ger- 
many, and nearly six times that of 
ireat Britain. 

At the end of 1931 water wheels 
or turbines actually installed and 
brought into operation in Canada 
reached a figure of 6,125,000 horse 
power. In endeavoring to look into 
the future and estimate the rate of 
progress in the years ahead, it is 
significant to realize with what 
rapidity this aggregate was attained. 
The modern development of water- 
power in Canada may be considered 
to have begun in the final decade of 
the last century. 


Just prior to the opening of the 
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new century, approximately 170,000 
horse power had been installed in 
the Dominion. The development of 
the long-distance transmission of 
electricity shortly afterward pro- 
vided a stimulus to hydraulic instal- 
lation which led to fairly uniform 
increases up to the period of the 
war. Even during the war and the 
period of depression which followed, 
a large amount of construction was 
earried on. From 
1921 onward there 
was activity on a 
large scale, more 
particularly in re- 
cent years. 

By the end of the 
first decade of the 
century, an installa- 
tion figure of 975,- 
000 horse power had 
been attained. By 
1914 it had become 
1,946,000 horse 
power; and by 1920 
it stood at 2,503,000 
horse power. Then 
large annual inere- 
ments were record- 





ed. Installation in 1925 reached 
300,000 horse power: in 1926 it 
totalled 266,000 horse power; in 


1927, 327,000 horse power; in 1928, 
550,000 horse power; and in 1929, 
378,000 horse power. Turbine in- 
stallation at the opening of 1930 
was over 30 times what it was when 
the century began, nearly five times 
what it was in 1910, and nearly 
twice what it was in 1920. 


Future Markets 


The immense volume of electrical 
made available in Canada 
has made this a factor in practically 
every phase of the Dominion’s 
domestic and economic life. Yet its 
era has but opened and the trend 
of development at the present time 
would appear to promise for it an 
ever-extending sphere of usefulness. 
The influence of power is to be 


energy 


traced in nearly every avenue along 
which Canada is advancing, and it 
is likely to be the outstanding agent 
in steadily carrying the Dominion 
forward among the progressive 
countries of the world. 

Much has been said and written 
of the over-production of power in 
Canada. It is frankly recognized 
that during a period such as the 
present there is naturally an exces- 


sive supply over immediate demand, 
but in certain areas only. Still, this 
has always been true during the 
few lean years which inevitably 
follow unusually prosperous periods. 
Taking the normal requirements of 
industry, and keeping in mind the 
necessity of procuring available 
sites and commencing development 
some years before the power is 
actually required, there is not a 
section of the whole Dominion where 
there is any abnormal excess of 
developed power at the present time. 


Those who speak, perhaps too 
freely, of the possibility of over- 
development in Canada usually fail 
to point out that electrical energy 
cannot be transmitted on an economi- 
eally commercial basis for more than 
about 250 miles. It is impossible, 
then, to glut the market with power 
in the same sense as with commodi- 
ties or manufactured articles which 
may be shipped all over the world. 
A temporary over-development of 
power in Quebee and Ontario does 
not affect the Maritime or Western 
Provinces. It does not affect world 
markets and therefore is without any 
great disturbing or demoralizing in- 
fluence. 

Then again, there are effective 
safeguards against serious over-de- 


velopment of power. New under- 
takings are rarely, if ever, com- 


menced until such time as contracts 


are signed or are in sight for 
sufficient power from the initial 
installations to provide earnings 


sufficient to cover operating expenses 
and interest charges. Thereafter, 
additional units are added only as 
justified by the increasing demand 
for power. In Canada, still another 
safeguard is provided in that power 
companies operate under the super- 
vision of Publie Utility Commissions 
or similar authorities in each 
provinee throughout the Dominion. 


Perhaps the most cogent reason 
for anticipating a large increase in 
Canada’s consumption of power 
comes to light in an examination of 
the characteristics of her growth in 
the last half century. The average 
density of her population has been 
steadily decreasing. In other words, 
her growth has been extensive, 
rather than intensive. 

She has inereased her improved 
lands by 308% in 50 years, her pop- 
ulation by 138%. Intensive growth 
must take place throughout the 
Dominion, as it did in the United 


(Continued on page 692) 
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Trusts Maintain Earnings 


Even When Other Departments Decline 


PAUL S. CHALFANT 


Trust Promotion, Los Angeles, Call. 


RUST investments have suffered 

least in the withering deprecia- 

tion of values during the past 
three years. Certainly the public 
had not been led to expect absolute 
immunity from loss. The widow 
whose monthly income has been tem- 
porarily reduced from $500 to $350 
is surrounded by friends who had 
$1,000 a month three years ago and 
have no income today. The fortunate 
widow is happy indeed in her 
sustenance. 

Why not admit that losses have 
occurred? In their comparative 
insignificance they become a power- 
ful sales argument in the printed 
and spoken word, not a shameful 
secret to be locked in the minutes 
of the trust investment committee. 
Have you observed Gillette Razor 
advertising which admits an error, 
discovered early, and corrected with 
dispatch? An honest confession is 
said to be good for the soul, and 
trust service is the heart and soul 
of banking. 


On a recent afternoon, I saw four 
strong swimmers welcome the arrival 
of life guards and life lines in the 
rip-tide out beyond the surf break- 
ers. Those men now have a much 
greater respect for the mighty ocean, 
and for the guardians of its beaches, 
than when they started out, and 
than they would have had, had they 
been able to get back to shore by 
their own efforts. Your prospects, 
and yours and yours, who have not 
already drowned, are in the rip- 
tides of personal investment pro- 
grams. The life-saving devices of 
the trust department will have a far 
greater attraction for them today 
than they did yesterday, or will 
tomorrow. 

Consider, too, that the trust de- 
partment is the ‘‘ YES’’ department 
of the bank. And what sweet music 
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Actual facts and figures show trust earnings to be 


depression-proof. That is one reason why trust bus- 


iness is worth developing regardless of conditions. 


to John Q. Public’s ears is a ‘‘yes’’ 
from his barker! Of course, I know 
one credit officer who is reputed to 
have lost the word ‘‘no’’ from his 
vocabulary 20 years ago yet has 
kept losses at a respectable mini- 
mum. He always nods his head, 
smiles engagingly, and says, ‘‘ Yes— 
you can’t have it.’’ The customer 
is half way back to his office before 
he discovers he has not borrowed 


some money. The trust officer, how- 
ever, must compromise divergent cus- 
tomer requirements, state laws, and 
bank policies, to the end that he can 
say ‘‘YES”’ and mean it. 

On a recent Sunday afternoon, a 
wealthy man and his wife, while 
driving in the country, witnessed an 
automobile accident, fatal to another 
man and wife. Upon returning home 
their thoughts and _ conversation 





One of the mailing pieces that was used by an eastern bank to build trust business. 








How Trust Departments Maintain Profits 


This is a tabulation of some of the statistics used in this article to demon- 
strate the ability of trust departments to maintain net profits during a period 
of severe business depression. The figures are taken from the annual report of 
The Comptroller of the Currency and from the findings of the Research 
Committee on Costs and Fees of the Trust Company Section of the Ameri- 


can Bankers Association. 


Gross income year ending June, 1931 


Percent gain or loss over 1930 

Net income year ending June, 1931 
Percent net to gross income 
Average net income 

Average net less trust net 

Average net less banking net 
Average trust advertising 

Percent advertising to gross income 


"Trust Section A. B. A. Report 


turned to their own estates. The 
following week they received the 
twenty-first consecutive monthly 
trust department message from their 
bank. It may have been the first 
they had read. We know it was the 
first to which they responded. Im- 
mediate and future trust business 
has been placed by them in that 
trust department. Such is the usual, 
not the exceptional, reward for per- 
severance. 

The following are actual advertis- 
ing results reported by an Eastern 
bank. They are entirely the result 
of direct mail. 


Mailing Mailing Cost plus 








Production (Values not 


| 6,805 national 
| banks 


| 1,856 nat’l bank 
|\trust departments 


| | 
| $1,308,764,000 


8.9% loss | 
52,541,000 | 


$26,688,000 

17.2% gain 

$10,000,000* 
37.5%* 

$ 6,905 


$ 6,905 
$ 838 





was shocking and made new bank 
policy. It was, ‘‘I didn’t know that 
you had a trust department.’’ 

Forthwith, early in 1929, that 
bank started to advertise and sell 
its ten-year-old trust department. 
New business in 1929 doubled over- 
the-ecounter business of 1928; 1930 
doubled 1929; 1931 doubled 1930; 
and 1932 advertising and selling 
appropriations are 25% over 1931, 
with the enthusiastic support of the 
management. 


More than one-half of the bank’s 
advertising budget is directed to 
trust development. Maturity of 

three ‘‘solicited’’ 


Wills wills during the past 





Year pieces list postage checked estimated) three months will 
1924 7 2000 1,300 1,983,000 7 . : . 
1925 12 3500 . 3,600 . 9,379,675 20 yield fees which will 
1926 6 5000 3,150 5,293,300 27 : nak ecaniine eae 
1927 5 4750 925 4,108,500 29 pay for three years of 
1928 7 5500 3,950 7,512,514 26 ertisinge " 
1929 7 6000 3.675 12,970,338 34 advertising and sell 
1930 8 7000 5,620 18,771,332 34 ing, if that city never 
1931 9 7500 6,825 11,713,691 48 ih fir aaine 
Be te sieht Artited rst-class 
Total 8 59 41,250 $29,045 $71,732,350 225 
Average 1 7% 5,156 3.630 8.966.543 28% funeral. But that 
bank is betting its 


Another illustration is in order. 
Picture an ultra-ultra conservative 
bank which for 75 years had asked 
no one for business. The manage- 
ment then allowed its ‘‘eonserva- 
tive’’ principles to be violated to the 
extent of sending out a personable 
young officer to pass the time of 
day with old customers at their 
places of business. Within a few 
weeks, he was received by a most 
valued depositor who was in the act 
of reviewing his will and trust nam- 
ing an aggressive rival institution. 
The bank’s representative was so 
bold as to ask, ‘‘Why don’t you 
name your own bank?’’ The reply 
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trust advertising dollars that people 
of means must die eventually, and 
that they can be sold before that 
time. 

Let us consider the profit feature 
of the trust department. The school- 
boy learns you cannot multiply 
apples by wheat and get broccoli. 
In order to compile reasonably ac- 
curate and complete information on 
trust department earnings and com- 
pare them with the rest of banking 
operations it has been: necessary to 
consolidate figures from the annual 
report of the comptroller of the 
eurrency with those from the Re- 
search Committee on Costs and Fees 


of the Trust Company Section of the 
American Bankers Association, the 
latter covering an entirely different 
group of banks. My conclusions may 
be just so much spinach but they 
are as accurate as possible on the 
incomplete data available. 

The premise is that the true 
measure of management in business 
and banking is the proportion of 
the gross income which remains for 
net at the end of any fiscal year. 
There may be wide variations in 
dollar earnings per share of stock 


and in dividend percentages on 
capital stock, according to the 


nature of the capital structure. 


The latest information on national 
banks will be found in the annual 
report of the comptroller of the eur- 
reney issued last December. The 
number of banks decreased from 
7,252 in 1930 to 6,805 in 1931. Of 
these, 2,407 had trust powers, 1,856 
had trust business. That was a five- 
year gain of 18.8% authorized, and 
68.1% operating. 

In the five vears from June 30, 
1926 to June 30, 1931, the number 
of trusts under administration 
gained 295.3% while trust assets 
gained 468.3%. 

Total gross earnings for all na- 
tional banks declined 8.9% from the 
previous year but trust department 
gross earnings increased 17.2% in 
the same time. The trust depart- 
ment gross earnings were $22,765,- 
000 in 1930 and $26,688,000 in 1931. 

The net additions to profits in 
7,252 national banks in 1930 were 
$246,261,000, which was 17.25% of 
gross; in 1931 the 6,805 banks added 
only $52,541,000, which was but 4% 
of gross. 

Let us turn now to the Trust 
Company Section of the American 
Bankers Association. Its committee 
reported not only on adequate fee 
schedules but also on departmental 
accounting. A preliminary report in 
1930 grouped a large number of 
trust departments according to their 
net earnings out of gross income. 
Of these, only 21% had less than 
25% of gross for net; 58% were in 
the bracket between 25% and 50%; 
and 21% retained more than one- 
half of gross for net. The average 
for all was 3714% of gross for net. 

If I may be allowed to apply this 
average to the $26,688,000 gross 
earnings of national bank trust de- 
partments for 1931, we find they 
yielded net profits of $10,000,000. 


(Continued on page 692) 
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Depression Is A Good Teacher 


One Bank Commissioner Shows 


ELLIS DEAN McFARLAND 


HE tele- 
i phone rang. 

oe 2 One 
women,’’ said the 
Bank Commis- 
sioner ‘‘keep call- 
ing this office all 
day long, and 
some men _ too, 
asking if the Par- 
amount National 
Bank is sound. 
Something has 
started the com- 
munity, tongues 
wagging. People 
forget that I can’t 
always tell them 
what I know, even 
if I know the facts. 
The complete 
story can never be 


This is a typical diseussion that illustrates the view- 


point of a state bank commissioner. 


The author 


has made an extensive analysis of bank statements. 








told officially un- 
til it is too late.’’ 

“‘These banks 
which have successfully weathered 
the storm, can’t they do a lot for 
themselves to establish confidence on 
the part of their patrons?’’ I asked. 
“Most certainly they can,’’ he 
replied rather testily. 

‘*As an observer of banking con- 
ditions, it would seem to me that 
these bankers cannot rightfully 
blame any one else for their trou- 
bles,’? I added. ‘‘Why shouldn’t 
every bank be so conducted that the 
balance sheet will clearly indicate 
a perfectly sound and conservative 
management policy? Every other 
kind of a corporation that amounts 
to anything and that is in business 
to stay, publishes a balance sheet 
that tells the financial picture much 
more accurately and clearly than 
bank statements do. Bankers insist 
on their borrowers furnishing the 
right kind of a statement, so how can 
banks expect the public to have com- 
plete confidence in their management 
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rowed, there 
should be an item 
shown on the lia- 
bility side of the 
balance sheet 
called, ‘no money 
borrowed.’ With 
this method, even 
the least intelli- 
gent of bank cus- 
tomers could un- 
derstand.’’ 
‘‘Bankers are 
not altdgether to 
blame in some in- 
stances for being 
a bit secretive 
about their busi- 
ness. The public 
is so easily fright- 
ened,’’ said the 
ecommissioner. 








“This old-fashioned mystery policy of running a bank will not do in this modern age.” (The state 
bank commissioner’s reply to that challenge is given on this page.) 


unless they come out in the open and 
show their true financial standing in 
no unmistakable terms ?’’ 

I ventured further: ‘‘I cannot 
see any advantage to be gained by 
covering up the facts about a bank. 
If a bank cannot conduct its business 
so as to be able to tell every deposi- 
tor what is done with his money, 
then it should go out of business. 
This old-fashioned mystery policy of 
running a bank will not do in this 
modern age.’’ 

“‘Tf a bank will conduct its busi- 
ness so above board that all of the 
information can be shown plainly in 
the balance sheet, then the public 
and particularly every thinking busi- 
ness man will have confidence in the 
management of that bank,’’ said the 
commissioner. He added, ‘‘ Instead 
of showing borrowings under bills 
payable or rediscounts, the account 
should be called ‘money borrowed.’ 
Then in case there is no money bor- 


‘‘That is exactly 
the trouble,’’ I 
added. ‘‘Banks 
ought to show, in a footnote at least, 
the present market value of their 
bonds and other securities in their 
reports instead of listing these in- 
vestments at their book value only. 
Of course, they could not then in- 
vest any of their depositors’ funds 
in anything but very high-grade 
listed bonds. 

‘*T have been studying bank bal- 
ance sheets and I have found that 
the banks which have closed invested 
a smaller percentage of the deposi- 
tors’ dollar in government bonds 
than has been the case with the banks 
which have remained open.’’ 

The commissioner agreed: ‘‘ You 
are right. But the banker is so hard 
put to keep up his earnings in order 
to meet expenses and in order to pay 
the usual dividends that it is diffi- 
cult to econvinee him that he should 
buy more government bonds. If his 
bank does not pay the usual dividend, 
the publie starts a lot of unfavorable 
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talk and deposits decrease as the re- 
sult. It is the public more often than 
not who is to blame for our weak 
banks.’’ 

A survey which I have recently 
made of a large number of banks 
shows that our best banks are heavy 
buyers of government bonds. In ad- 
dition, for secondary reserves, they 
buy triple A listed bonds almost ex- 
elusively. 

I told the 
commissioner of 
a bank I know 
which publishes 
a list of all its 


Four Significant 
Statements Of A 


how its money is invested? There 
is no danger of that bank closing or 
any other bank which is run in 
similar fashion. The public as well 
as the depositors ean see from such 
a complete statement that there is 
nothing about the manner in which 
the funds of this bank are invested 
that is kept under cover. 

‘*T know that in the case of many 
closed banks, 
there was en- 
tirely too much 
money loaned on 
real estate and 
unsecured 


investments in Commissioner loans,’’ said the 
bonds on a large commissioner. 
sheet showing 1. The complete story of ‘*But what 
the rating of . Mer should one ex- 
each bond as a bank’s condition can never pect a_ banker 
made by some be told the public until it is to do when he 
reliable rating too late. is pushed so 
company. This hard to make a 


bank keeps 
about 60% of its 


2. If a bank will conduct 
its business so that the pub- 


showing of earn- 
ings. Idle money 


depositors’ lic can be made to feel that can’t make 
y j . . , 99 

money in cash it has no secrets, the public mee: 

and government ll | fid You have 

bonds. In addi- wii not lose conndence tapped a sensi- 

tion, it shows on in it. tive spot in the 


this large sheet. 
which is handed 
to the patrons 
of bank, a list of 
all of the loans 
with their ma- 
turity dates. 
This idea is pat- 
terned after the 
plan which cer- 
tified public ac- 
countants follow 
in aging ac- 
counts receiv- 
able showing 
those which are 
not yet due; 
those which are 
30 days over- 
due ; those which 
are 60 days old; those which are 90 
days past due, and so on. 

**Tf bank statements indicated that 
practically all loans were being paid 
as they came due, patrons of the 
bank would know that their money 
was being conservatively loaned to 
people who were «ble to pay their 
notes on due dates,’’ I suggested. 


upon them. 


law, 


ganization. 


‘*Your suggestions are all right,’’ 
said the examiner, ‘‘but where is 
there another bank so well managed 
as the one which you are telling 
about which publishes the large 
sheet telling the complete story of 
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3. It is true that many 
outlying city banks were 
little more than glorified real 
estate offices and so were not 
able to survive when un- 
usual demands were made 


4. We need better edu- 
cated and better qualified 
bank presidents—men who 
have had a broad training in 
accounting, 
economics, and business or- 


whole field of 
bank manage- 
ment,’’ I added. 
‘*Why should a 
bank be organ- 
ized to lend the 
depositors’ 
funds to the 
directors? Why 
should a_ bank 
be allowed to 
come into a com- 
munity where 
there is no eco- 
nomie need for 
one and because 
the loaning pol- 
icy of the bank 
already in the 
community is 
not lenient enough to permit the 
organizers of the proposed bank the 
loans which they desire? Altogether 
too many people feel that they 
should be able to borrow money any 
time that they need it. Following 
such a policy has caused the closing 
of hundreds of banks during the 
past three years.’’ 


finance, 


‘‘Didn’t we onee say that there 
was not any kind of an investment 
so secure as a good piece of 
ground ?’’ I inquired. 

**Yes indeed’’ said this man whose 
hair has grown grey in the service 


of bank commissioner. ‘‘ Altogether 
too well do I know how bankers 
were encouraged to overextend their 
loans on real estate in the boom 
days of 1924 and 1925.’’ 

I asked, ‘‘ Were most small banks 
in the suburban parts of our large 
cities little more than glorified real 
estate offices? It seems to me that 
they were not commercial banks in 
any sense of the word and should 
not have been permitted to mix their 
real estate investment business with 
their commercial banking.’’ 

‘*That is true,’’ 
sioner. 


‘*Tt appears to me that real estate 
loans can not be regarded as liquid 
enough to be safe for modern com- 
mercial banking as we know it. It 
is certain that one of the main 
reasons why our best banks are still 
open is that they have comparatively 
little or no money loaned on real 
estate and have never followed the 
practice of lending their depositors’ 
money in this manner. 

‘“What would the result be if 
every man was required to pass a 
state or federal examination before 
he could become a bank president ?”’ 
I asked. 

‘*That would help,’’ he answered. 
He went on to say, ‘‘ We need better 
edueated and better trained bank 
presidents. We insist that in order 
to be qualified to treat human beings 
for an ailment, a man must study 
many years to be a doctor and then 
he must pass a very stiff state ex- 
amination before we let him prac- 
tice. We require similar training 
from the lawyer, the dentist, the 
publie accountant and auditor, but 
we let any one assume the respon- 
sibility of safeguarding millions in 
money belonging to several thousand 
people in the ease of the larger 
banks.’’ 

It strikes me that it is nothing 
short of ridiculous for a man to be 
made president of a bank merely 
because he is the son of a wealthy 
citizen of the community or because 
he marries a girl whose father has 
plenty of money. However, about 
our only standard of qualification 
for a bank president is either plenty 
of money or else access to a liberal 
amount of funds. 

The conversation developed the 
following qualifications for bank 
presidents: A broad training in law, 
accounting, finance, economics, and 
business organization, as well as 


said the commis- 


(Continued on page 688) 
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Five Sound Industrial Loans 


1. Changes in an industrial heating system 
paid for themselves in nine months and paid the 
manufacturer $2,000 profit within the year. 


2. A conveyor system paid for itself in eight 
months and is continuing to pay the manufac- 


turer a profit each month. 


3. A $1,000 loan for a new drive system for 
one machine was more than repaid by mainte- 


nance costs. 


4. A loan of $2;800 for insulating certain 
the manufacturer to save 
$2,000 per year in steam consumption. , 


machines enabled 


5. A new lubrication system repaid a loan in 
six months and paid the manufacturer $1,500 


profit by the end of the first year. 


ad 








Some of your customers may be going along, satisfied with their plants as they 
are. With the information in this article as ammunition, you can inspire them 
to make investigations that will lead to like savings in their operating costs. 


How We Improved Our Credit 


By Small Changes 


J. C. EVANS 


Chief Engineer, Republic Rubber Co., 
Youngstown, Ohio 


HEN modernization is consid- 

ered in most plants, attention 

is first given to the large and 
expensive units, changes in which, 
although they may justify the ex- 
penditure involved, often will not 
show such a large return on the 
investment as may be had by the 
replacement of many small units. 

The Republic Rubber Co. of 
Youngstown, Ohio, a large factory 
manufacturing mechanical rubber 
goods, belts, tires, tubes, and so on, 
started its modernization program 
with the smaller and often neglected 
units. 

In some places they changed line 
shaft, which was running on plain 
bearings, to roller bearings, and 
saved the cost of the change in less 
than one year. Many individual 
motor drives were changed to group 
drives which, besides yielding a 
handsome return on the investment, 
reduced maintenance, and in addi- 
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In Our Plant 


The measuring stick in granting credit for 


any program of plant modernization should 


be the expected returns on the investment. 


tion, greatly improved the power 
factor of the plant. 

One of the greatest money saving 
improvements they made was by 
changing their heating system from 
a high pressure system to a low pres- 
sure system. This enabled them to 
use exhaust steam from heaters and 
processes which otherwise would 
have been wasted. The total cost of 
this change was approximately 
$8,000, but their annual savings 
made as a result of this has 
amounted to $10,000 per year. 


A $400 Improvement Saved 
$50 A Month 


In one of their departments, the 
floor of which was about three feet 
below the level of a driveway, boxes 
were formerly moved by hand trucks 
to the outside of the building and 
lifted by two men onto motor trucks 
for shipment. A saving of $50 per 
month was made by the installation 


of a small conveyor inside the build- 
ing which discharges through an 
opening in the wall onto a length 
of roller conveyor which, in turn, 
conveys boxes to any place desired 
on the floor of the motor truck. 
This change cost less than $400. 
Another very interesting improve- 
ment was made by substituting a 
chain drive for a gear drive on a 
machine driven by a 100 HP motor. 
The gears on this drive were badly 
worn, and had been giving a lot of 
trouble for years, due to vibration 
which was very hard on the motor, 
and in addition caused imperfections 
in the product. To correct this con- 
dition would have required the 
reversal of the direction of rotation 
or the moving of the motor to the 
other side of the machine. 
Operating conditions, however, 
would not allow the rotation to be 
reversed, and space would not permit 


(Continued on page 695) 
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Savings Temper Depressions 


Because They Maintain Purchasing Power 


HILDA M. HOFFMAN 


Bowery Savings Bank, 
New York City 


NE means which has_ been 
widely used to stimulate sav- 
ings has been the budget. By 
its use, a savings account ean be 
built up gradually, even though the 
income seems to be inadequate for 
the immediate necessities of life. 
All the essentials of a good budget 
were expressed very clearly in a 
leaflet published by our bank a few 
years ago and are summarized here 
to aid in a discussion of what has 
yet to be done to help the individual 
make the most of his income. 
1. Save First 
**Determine how much you ought 
to save each week and take that 
amount out of your pay regularly, 
before you begin to spend. 
“*Do not draw these savings except 
for permanent investment or for 
absolute emergency.”’ 


2. Look Ahead 

‘*Caleulate your 
periodic and sea- 
sonal expenses and 
to pay them, de- 
posit a proportion- 
ate amount each 
pay day in a 
special savings ac- 
count. 

**By periodic ex- 
penses, we mean 
taxes, insurance 
premiums, interest 
on loans, clothing, 
vacation, education 
and travel.”’ 

l 


It is our responsibility as bankers to encourage 


saving by low-salaried people because they are the 


hardest hit by adverse circumstances in lean years. 


to a great degree by the cost of 
living. Having accumulated a sav- 
ings fund, the amount one should 
keep as an emergency fund, aside 
from any permanent investments 
that may be made, is dependent on 
the normal emergencies the wage- 
earner has to meet. 

The cost of living has been the 
subject of various studies and from 
these studies it has been possible to 
learn how much the average wage- 
earner can be expected to save. 

These findings have been sum- 
marized in Prof. Nystrom’s ‘‘ Eco- 
nomie Principles of Consumption,”’ 
aceording to ‘‘Standard of Living”’ 
groups, the group to which an in- 
dividual belongs being determined, 
not by the amount of income he 
receives, but by the number of 
people dependent on that income for 











3. Keep Out of 
Debt 

‘‘Never go into 
debt for anything that will depreci- 
ate in value unless it will save you 
money or labor in running your 
business or your home.’’ 

The amount any wage-earner can 
save regularly does not depend en- 
tirely on his ability but is influenced 


658 





The savings habit is the important thing. A community of savers is the one in which a bank 
can make a profit in good times or bad. 


support. Table I gives the income 
requirements for each group and the 
Table II shows the estimated num- 
ber in each group with the amount 
of income saved annually. 
According to Prof. Nystrom, in 
groups 4 and 5 the commonest form 


of savings is insurance. In 6 and 7, 
home ownership becomes possible 
through the building and _ loan 
associations and similar agencies 
where small payments are accepted 
monthly. Savings accounts are 
found, to some extent, but are far 
from getting the larger part of the 
people’s savings. In the remaining 
groups, investments can be made in 
real estate mortgages, investment 
trusts and stocks and bonds. 


The change in industry during 
the last decade has not all been to 
the detriment of the wage earner 
for, as industry has become more 
complicated, our social forces have 
become better organized and some of 
the hazards of the working man are 
now partially provided for by the 
state or the employer. Workmen’s 
compensation laws help relieve the 
burden of acci- 
dents. Group in- 
surance helps to 
provide for the 
families in case of 
the death of the 
wage earner. 
Health-insurance 
and pension plans 
are taking care of 
illness and of the 
employee too old to 
work. The only 
emergency which 
has not been pro- 
vided for by the 
state or the em- 
ployer is unem- 
ployment. 

Unemployment 
insurance has been 
tried abroad and in a few companies 
here, but the problem is so great and 
conditions so variable in different 
parts of the country that we cannot 
look to any immediate solution of 
this problem by industry as a whole. 
The result is that too often the wage 
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earner, generally the one with least 
resources at his command, finds him- 
self out of work, with little money 
and no prospect of a new job. 


For all these emergencies, the 
wage earner needs a eash reserve 
that is immediately available, but 
invested in a form that is yielding 
an income or increasing in amount 
when not being drawn upon by the 
worker. There is no investment that 
fulfills all these requirements so 
satisfactorily as a savings account. 
Deposits can be made in any amount 
at any time; there is a regular 
inerease in the account through the 
payment of interest, and the princi- 
pal can be withdrawn in small 
amounts or in full at the will of the 
depositor. 


Savings Accounts Have 
Advantage Of Liquidity 


The other types of investment 
(real estate mortgages, building and 
loan shares, investment trusts, 
stocks, and bonds) are attractive 
because of the higher yield or 
speculative possibilities, and belong 
in the permanent investment fund. 
Savings accounts cannot compete 
with such investments on a specula- 
tive basis. On the other hand, these 
competitive schemes cannot equal the 
savings account when it comes to 
liquidity. The prevailing with- 
drawal features of a savings account 
are often the salvation of the de- 
positor who wants money immedi- 
ately but does not want to eash in 
his entire investment. 

There is still another type of in- 
vestment that has often taken 
preference over the savings account. 
That is life insurance. With the 
lower income groups, this has taken 
the form of industrial insurance, 
premiums payable weekly in small 
amounts. 

Insurance surely has its place in 
any household budget, but it is 
insufficient in that it frequently is 
available only in ease of death. If 
all the spare dollars are put into 
insurance, there is nothing available 
for the many emergencies that arise 
during the life of the insured. 

Probably the great popularity of 
insurance has been that it encour- 
ages regular saving by making it a 
definite obligation. 

The same idea has been fostered 
in the savings bank field but it has 
yet to be perfected. The costs to 
the bank of maintaining a savings 
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This chart will enable you to advise savers; also to figure the savings expectancy of your present 
accounts. An interesting discovery is that in groups 4 and 5 (Table II) the most popular form of 
investment is the savings account. Here, then, is your most favorable “‘market”’ for extending savings. 


account are such that frequent small 
deposits in all or a substantial part 
of the accounts would increase the 
costs of handling those accounts to 
the point where they would not only 
be non-profitable in themselves, but 
would use up all the profit earned 
on the other accounts. Regularity 
in making deposits is a most desir- 
able condition for which to aim, but 
until the costs of handling an ac- 
eount have been greatly reduced, 
banks cannot afford to spend money 
developing schemes of obligatory de- 
posits with the additional cost of 
supervision necessary to be sure that 
all deposits are made on time. 

There are many people who can 
build up a savings account in no 
other way but by the frequent small 
deposit and it would be folly to do 
anything to discourage any such 
depositor, but it would be equally 
if not more ridiculous to try to make 
such accounts too numerous. 

It is true that local conditions are 
an important factor in determining 
the exact amount of cash reserve a 
given depositor should keep, which 


would cause some inconsistency in 
the ideal ratios set up by different 
agencies. At the same time, it has 
been found by investigating the 
sources from which people obtain 
help in times of financial stress that 
the ordinary emergencies—acci- 
dents, illness and death, together 
with a fair amount of unemploy- 
ment—average very much the same 
for various types of people in all 
sections of the country. 





Loan Company Records Show 
Need Of Savings Habit 


The person who has no available 
funds usually does one of three 
things—he gets credit at the stores 
and pays his accumulated bills later, 
or he borrows from a loan agency 
and pays the agency back in install- 
ments, or he gets help from a charity 
society. 

There are no reliable figures on 
the amount of credit given by the 
retail stores. 

Recent studies made of small loan 


(Continued on page 690) 


659 





... THE OPEN MIND... 





VALUABLE BOTH 


TO BANKER AND CUSTOMER 


The business man who comes 


pus 
hie end the bank —rather 


than establishing an arbitrary 
figure and insisting upon it 
regardless — wins immediate 
and sincere respect by his 


attitude, 


man knows 
that a bank loan should be 
sound and profitable to both 
borrower and lender. It is 
something to be discussed in 


2 spirit of cooperation and 


mutual interest—with the 





same detached, impartial at 
titede that architects would 
have in discussing the best 


materials for a new building 


Sometimes, in such a con- 
versation, the banker is able 
to contribute ideas of value 
to the business man. In any 
case, it puts them on a 
frank, understanding basis, 
where they can do business 
in confidence and friendship 
through the years. 





THE 


FIRST NATIONAL BANK 


OF TAMPA 
Fremblie and Madison Streets @ Opposite the Court House 
SOUTH FLORIDA'S FIRST BANK 





How One Bank 
Explained Itself 
To The Public 


1. It stated clearly and 
unapologetically where the 
bank stands in regard to 
misunderstood banking 
practices. 


2. Any bank adopts its 
policies on the basis of les- 
sons learned by itself or 
other banks. These experi- 
ences are explained in ad- 
vertising. 

3. This bank did not try 
to coax or flatter people into 
accepting the bank’s view- 
point. There are too many 
shrewd thinkers whose in- 
telligence must not be in- 
sulted. 


| YOU AND YOUR BANK 
| A Series of Brief Explanations of 


2 Bank's Methods and baactons 


CREDIT 
ESSENTIALS 





Everyone wants his credit to be good. How 
can it be built up and safeguarded? 


Any banker will say the following type is » 
good customer and (unless his record indicates 
otherwise) a desirable credit risk: 


© He is careful never to overdraw bis beok 
account. 


© He attends to his notes promptly. 


© He gives bis bank time to collect out-oftown 
items before he draws against them. 
© He maintains sufficient balance to compen- 
sate for the number of items handled so that 
his account is not carried at 2 loss. 


© He does not hesitate to furnish « clear, com- 
plete Ginancial statement. 


© He realizes that collateral, to be good for a 
loan, should be ample and readily marketable. 


THE 
FIRST NATIONAL BANK 


OF TAMPA 


Franklin and Medison Streets © Opposite the Court House 


SOUTH FLORIDA'S FIRST BANK 





How We Advertise To Skeptics 


And Gain Their Cooperation 


E. P. TALIAFERRO 


Vice President, First National Bank, 
Tampa, Fla. 


SUPPOSE every city in America 
— has a large number of 

people who believe that its banks 
are too strict in their credit policies ; 
that what is needed for quick na- 
tional recovery is for banks to let 
down the bars and advance funds 
to all honest men of reasonable com- 
petence. 

The average citizen has become a 
skeptic of the worst sort concerning 
banks in all sections, and, in a way, 
it is not surprising to see such a 
situation existing. In these days of 
uncertainty over our economic re- 
covery, ‘‘wise cracks’’ about bank 
runs or closings occupy a prominent 
place in the theatrical world, and 
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Here is one more evidence that it pays to take cus- 


tomers into the full confidence of the bank. A man 


who knows his bank will always defend it vigorously. 


the humor magazines seemingly 
think such quips are excellent to 
inerease circulation. 

What the country has suffered is 
merely the result of a process of 
deflation following one of the great- 
est booms in history, and economic 
sprees leave their headaches. Banks, 
like all other institutions, feel the 
effects of them. And the poorly 
managed or mismanaged banks (the 
backers of real estate, stock, or 
other speculation) just naturally 
toppled under the strain. 

But there are banks—and banks. 
An institution which could keep its 
head clear and its feet on the ground, 
so to speak, during a wild boom and 


a country-wide inflation might be ex- 
pected to do likewise in the deflation 
process that follows. That is exactly 
the case with the First National 
Bank of Tampa. 

Naturally our officers felt the 
effects of popular derision about all 
banks in general, in spite of the fact 
that the statement of the First shows 
a degree of liquidity which is re- 
markable for any institution at any 
time. Those who would take the 
trouble to study it would appreciate 
the bank’s powerful position. But 
who of the rank and file will take 
the trouble to study a statement? 
And if they did, who would under- 


(Continued on page 693) 
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Base Budget On Sales Appeal ~ 


When Allocating Advertising Costs 


DON KNOWLTON 


Author of “Advertising For Banks” 
Manager, Publicity Department, 
Union Trust Co., Cleveland, O. 


UILDING the appropriation 

upon the basis of merchandis- 

ing appeal is a new and far 
more logical angle of approach to 
the bank advertising appropriation 
problem. 

The old way is to plan in terms 
of newspapers, outdoor advertising, 
printed matter, and so on. 

The new way is to plan in terms 
of savings banking, safe deposit, 
commercial banking, and so on—and 
then, later, translate your results 
into an advertising schedule. 

This is a decision which every 
bank advertiser must make for him- 
self; because it depends upon the 
particular merchandising policy of 
his bank, and the advertising media 
available in his particular city—to 
say nothing of the amount of his 
appropriation. It is not possible, 
therefore, to set up any definite 
model of an appropriation, built 
upon a basis of sales appeal, which 
may serve as a guide with respect 
to actual amounts of money expend- 
ed. All we ean show is how to go 
at it. 

So we propose to take a specific 
case, just as it might actually hap- 


The distribution of the advertising budget is not 


easy, but the procedure here described enables 


you to finally reach the most effective division. 





pen—purely as an example of 
method. 

Let us put ourselves, for the time 
being, into the shoes of Henry Hard- 
acre, assistant cashier of the Average 
Savings and Trust Co., located in 
the city of Centerville, with a 
population of between 60,000 and 
100,000. 


Budget Divided On Basis 
Of Sales Appeal 


Henry has been put in charge of 
the bank’s advertising. 

With $10,000 to spend, Henry 
Hardacre jots down the following 
allocation : 


RE ada wawinieewe wa $4,000 
Commercial banking . . . .$3,000 
Trust department ...... $2,000 


Safe deposit department .$1,000 
At first glanee, this division of the 
appropriation on the basis of sales 
appeal appears to Henry to be a 
simple and satisfactory proposition. 
But then it suddenly occurs to him 
that in this breakdown no provision 
is made for the most important 
thing that a bank has to sell—name- 
ly, the bank itself as an institution. 
Consequently, Henry decides that 


Table 1. The First Distribution Of A $10,000 Budget 


Budget Newspapers 


Institutional 

$2,900 $1,850 $800 
Savings 

$2,600 $700 $1,000 
Commercial 
banking 

$2,250 
Trust 

$1,500 
Safe deposit 

$750 


Total 
$10,000 $5,050 $1,800 
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Outdoor 
advertising 


Car or bus Printed 
cards matter 


Window 
display 


$250 








some allowance must be made for 
selling the bank as a whole. In fact, 
he feels that the greatest allowance 
of all should be made for this pur- 
pose. So he revises his appropriation 
set-up, on the basis of sales appeal, 
to read as follows: 


Institutional ..........5 52,900 
DAVINGS i. ci d.cicc ss SE 
Commercial banking .. . .$2,250 
re 
Safe deposit ........... $ 750 





Total $10,000 
The question now becomes one of 
selecting media for each sales appeal, 
during the course of the year. 


Selecting Media In Accordance 
With Sales Appeal 


Well, let’s sit down and go to 
work with Henry. 

“*T have $2,900 for institutional 
advertising. Well,’’ thinks Henry, 
‘that job is best done in the news- 
papers, though perhaps we might 
give institutional advertising a play 
on our painted bulletins part of the 
time, and maybe we had better get 
out a little booklet about the bank 
in general, telling about all of its 
various services. 

**T have $2,600 for savings adver- 
tising. Well, that means selecting 
media which are used in the main 
for mass advertising, rather than 
class advertising—outdoor bulletins, 
ear or bus cards, window and lobby 
displays, and probably some news- 
paper space. 

*‘T have $2,250 for commercial 
banking. Most business men read the 
newspapers. Probably that should 
all be spent for newspaper adver- 
tising. 

“‘T have $1,500 for trust adver- 
tising. Well,’’ thinks Henry, ‘‘if we 
are going to mail some really good 
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trust literature to a small select list 
of prospects, that will take up 
practically all of the $1,500 right 
there. 

‘*And then there is $750 for safe 
deposit advertising. That’s not 
much. However, we can play up 
safe deposit in our window and 
lobby displays, and insert a little 
folder on safe deposit in our state- 
ment some month-end. And, maybe, 
we can give safe deposit a car or 
bus ecard or two, or even a news- 
paper advertisement.’’ 

So, summarizing all this, Henry 
Hardacre draws up a little schedule 
which looks something like Table 1. 

Well, let’s look this over. Is there 
anything wrong? Yes! Because 
Henry knows, from his check-up on 
advertising costs, that $1,800 is not 
enough money to get a fair coverage 
in outdoor advertising. It would 
take $2,200 a year to get three first- 
class bulletins, covering Center- 
ville’s three chief thoroughfares. 

So, in this first budget lavout, the 
amount allowed for outdoor adver- 
tising falls beneath what is needed 
for minimum efficient coverage. 

Let’s go to work with Henry all 
over again. 

In order to do a fair job, outdoor 
advertising will have to be increased 
by $400. 

‘*But,’’ says Henry, ‘‘where are 
we going to get the money? The 
appropriation can’t be increased.’’ 

It naturally follows that the only 
place to get this extra money is to 
take it away from some other adver- 
tising media. 

A glance at Table 
1 shows that news- 
papers are down for 
a total of $5,050. 
The next logical 
step, therefore, 
seems to be to take 
$400 away from 
newspapers, and 
give it to outdoor 
advertising. 

‘*But,’’ thinks 
Henry, ‘‘if we do 
that, we are going 
to disturb our original ratio of 
allocation of the appropriation in 
terms of sales appeal!”’ 

Well, let’s see how we ean shift 
this thing around, in order to effect 
a proper compromise. 

Let’s go at that outdoor advertis- 
ing item. We know it can’t be less 
than $2,200. We’ll get three changes 
of copy a year—so it would seem 
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logical to split the cost into thirds. 

How about making one-third of 
the bulletins—$734—go toward in- 
stitutional advertising, and two- 
thirds—$1,466—go toward savings 
advertising, adjusting the other 
figures, of course, so that the origin- 
al split-up by sales appeal would 
remain the same? 

All right—let’s try that out. On 
that basis we get a schedule like 
Table 2. 











One Medium Made To Serve 
Two Purposes 


It is immediately apparent that 
in making this change we have gone 
a little too far in robbing the news- 
papers of savings advertising. Sav- 
ings advertising in newspapers comes 
out at only $234! That will never 
do. 

Let’s think of something else. 

How do you suppose it would 
work out, if we were to make the 
copy on all of our outdoor adver- 
tising both savings and institutional 
at onee and the same time? Some- 
thing using the theme, ‘‘Save here— 
biggest bank in the county?’’ This 
is copy that is both departmental 
cnd institutional. 

In that ease, we could charge the 
total outdoor advertising expense 
one-half against savings and one- 
half against institutional. 

Let’s try it. Still keeping our 
original split-up on the basis of sales 
appeal, but once more adjusting the 
amounts for newspaper and outdoor 
advertising, we get a schedule like 
Table 3. 

Well, this is some 
improvement, be- 
cause we now have 
$600 for savings ad- 
vertising in news- 
papers. Certainly 
savings ought to get 
at least that much 
newspaper advertis- 
ing. 

3ut here is more 
trouble. Car or bus 
eards are down for 
only $700. And Henry Hardacre 
knows, from his survey of costs, that, 
to buy even a fair showing of cards 
in Centerville, at least $875 is neces- 
sary. So we still have to get $175 
more for car cards. Where are we 
going to get it? 

Well, suppose we take the money 
away from safe deposit. Suppose we 
eliminate entirely the safe deposit 


booklets, which we thought would 
cost $200. That gives us $200 to put 
some place else. Suppose we add 
$175 of it to ‘‘safe deposit car 
eards,’’ and add the other $25 of 
it to ‘‘safe deposit newspapers.”’ 

All right, now we'll put down the 
schedule again. It now reads as in 
Table 4. 

Well, this begins to look more like 
it. We have taken care of car or 
bus cards, and we have taken care 
of outdoor advertising; that is, we 
have allocated to those media enough 
money so that we can do a fair job 
of buying with respect to them. 

And at the same time our alloca- 
tion of the appropriation in terms 
of sales appeal has not changed a 
particle. We still have $2,900 for 
institutional advertising, $2,600 for 
savings advertising, $2,250 for com- 
mercial banking advertising, $1,500 
for trust advertising, and $750 for 
safe deposit advertising. 

But at this point—just as we 
(along with Henry Hardacre) are 
beginning to congratulate ourselves 
that the job is about done—we 
happen to think of something else. 

How about the cost of artwork, 
engraving, and so on? How about 
the cost of donations, and other 
miscellaneous undesirable, but in- 
evitable items of advertising ex- 
pense ? 

All these things have to be allowed 
for, somewhere and somehow. 

Well, there is one thing sure— 
they can’t come out of the allowance 
for outdoor advertising, or car or 
bus eards, because those two items 
are already reduced to the minimum 
of efficiency. In other words, if we 
are going to use cards and bulletins 
at all, we must spend at least the 
amount of money we have allowed 
for them in Table 4. That means 
that the expense of artwork, engrav- 
ing, donations and miscellaneous’ will 
have to come out of the allowance 
for newspapers, printed matter, or 
window and lobby displays. 


Budget Must Have Donation 
Appropriation 


That is certainly bad news. But 
it can’t be helped. All right—let’s 
figure that the allocation for news- 
paper advertising will have to cover 
not only cost of space, but the cost 
of artwork and engraving for news- 
paper advertising ; and that, similar- 
ly, the allocation for printed matter 
will have to cover not only printing 
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costs, but cost of artwork and en- 
graving for printed matter. 

In addition to that, we will have 
to chisel out somehow an allowance 
for donations, and various miscel- 
laneous and incidental advertising 
expenses. It would be very comfort- 
ing to have a 10% leeway, but we 
ean’t spare that much. Let’s see if 
we can get away with 8%—in short, 


$800. 


Miscellaneous Expenses 


Provided For 


There is nothing left to do but to 
squeeze something for this donation 
and miscellaneous item out of news- 
paper advertising, and perhaps, to 
some small extent, out of booklets. 

This last squeeze upsets our 
original allocation of the appropria- 
tion in terms of sales appeal. 

But what can we do about it? 

So let us, along with Henry Hard- 
acre, yield to the dictates of neces- 
sity, and change our original 
appropriation set-up in such a way 
that it will allow us a total of $800 
for miscellaneous expenses. 

So finally, looking over Henry 
Hardacre’s shoulder, we arrive at 
an appropriation about like Table 5. 

Do you see where we get that $800 
for miscellaneous advertising ex- 
penses? We get it by chiseling a 
little all along the line, except with 
respect to car or bus ecards and out- 
door advertising, where we have to 
spend the amount originally in- 
tended in order to get minimum 
efficient coverage. 

Henry Hardaere is finally satisfied 
with that layout—and I think we 
may be satisfied with it also. 

It is certainly specific enough to 
serve aS a guide for a year’s pro- 
gram, for all practical purposes. 

(A set-up of the appropriations 
on the basis of merchandising appeal 
[like Table 5] is further useful in 
that it enables the bank’s executive 
officers to get at a glance an outline 
of the year’s advertising program. 
In fact, in one large city bank, the 
auditor, at the end of the year, 
procures from the advertising man- 
ager a set-up of that year’s adver- 
tising expenditures upon the basis 
of sales appeal, and uses it as a 
basis of allocating charges. Institu- 
tional advertising is charged to 
general overhead, savings advertis- 
ing to the savings department, com- 
mercial banking advertising to the 
commercial banking department, and 
80 on.) 
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Table 2. The Second Trial In Distributing The Budget 


(Adjustments made in newspaper and outdoor advertising) 


Outdoor | Car or bus Printed Window 
Budget Newspapers advertising cards matter display 
Institutional L, 
$2,900 $1,916 $734 $250 
Savings 
$2,600 $234 $1,466 $600 $300 
Commercial 
banking bs ° 
$2,250 $2,250 
Trust 
$1,500 $1,500 
Safe deposit 
$750 $250 $100 $200 $200 
Total 
$10,000 $4,650 $2,200 $700 $1,950 $500 


Table 3. Another Trial At Budget Distribution . 


(Further adjustments in newspaper and outdoor allotments) 


Outdoor Car or bus Printed Window 
Budget Newspapers advertising cards matter display 
Institutional 
$2,900 $1,550 $1,100 $250 
Savings 
$2,600 $600 $1,100 $600 $300 
Commercial 
banking 
$2,250 $2,250 
Trust 
$1,500 $1,500 
Safe deposit 
$750 $250 $100 $200 $200 
Total 
$10,000 $4,650 $2,200 700 $1,950 $500 


Table 4. This Adjusts The Car Card Expenditure 


(Adjustments made in the safe deposit expenditures) 


Outdoor | Car or bus Printed Window 
Budget Newspapers advertising cards matter display 
Institutional 
$2,900 $1,550 $1,100 $250 
Savings 
$2,800 $600 $1,100 $600 $300 
Commercial 
banking 
$2,250 $2,250 
Trust 
$1,500 $1,500 
Safe deposit 
$750 $275 $275 $200 
Total 
$10,000 $4,675 $2,200 $875 $1,750 $500 
Table 5. The Final Distribution Of The Budget 
Outdoor Carorbus| Printed Window 
Budget Newspapers advertising cards matter display 
Institutional 
$2,650 $1,300 $1,100 $250 
Savings 
$2,500 $500 $1,100 $600 $300 
Commercial 
banking 
$2,000 $2,000 
Trust 
$1,400 $1,400 
Safe deposit 
$650 $175 $275 $200 
Miscellaneous 
$800 
Total 
$10,000 $3,975 $2,200 $875 $1,650 $500 
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Newark, N. J. 3. Pittsburgh, Pa. 4. Winston- 
11. Portland, Ore. 12. Los Angeles, Calif. 


“. 


9 


10. Topeka, Kans. 


1. Cambridge, Mass. 
9. Little Rock, Ark. 


k. By districts, they are as follows: 
8. Des Moines, Ia. 


Evanston, IIl. 


This map is copyrighted and must not be reproduced in whole or in part without permission from Rand M¢Nally & Co., Chicago. 
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6. Indianapolis, Ind. 


ck dot in each district shows the location of the Home Loan Banl 
5. Cincinnati, Ohio. 
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Salem, N. C. 
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5. Cincinnati, Unio. 


Salem, N. C. 


Credit Tension Will Be Eased 


By The New Home Loan Banks 


WARD B. WHITLOCK 


President, United States Building 
and Loan League, Chicago, Ill. 


T IS estimated that there are 

enough painting jobs in America 

to keep every painter busy for 
three years, if the property owners 
ean get financing to pay for the 
painting. This would mean more 
employment in your locality—the 
one circumstance upon which a real 
rise in business activity depends, 
according to common and expert 
opinion. Banks would then be aided 
both by inereased employment and 
by increased buying, and the whole 
eyele would be at least one step on 
the upgrade. 

It is obvious, therefore, that the 
Home Loan Banks are undertaking 
a huge responsibility in their work 
to alleviate this situation. They are 
about to pump into the community 
eredit situation a definitely new 
stream of what might be called life- 
blood. But where will this new 
money come from? 

The Federal Home Loan Bank 
Act provides that the initial capital 
of the twelve banks shall be open 
for subscriptions by eligible member 
institutions at the rate of 1% of their 
home mortgage loans with $1,500 as 
a minimum subscription. The Board 
set the initial capitalization of the 
12 banks at $134,000,000. All of this 
sum which was not subseribed dur- 
ing the 30-day period ended October 
15 by the eligible institutions was 
subseribed by the United States 
Treasury when the Banks opened. 
The Treasury was authorized to 
subseribe up to $125,000,000 for this 
purpose. These funds will be the 
initial source of the money flowing 
into the member home financing in- 
stitutions for the easing of the mort- 
gage situation in their localities. 

The Act provides for this money 
to be paid back to the United States 
Treasury when and as more institu- 
tions come in and buy stock in the 
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Besides’ issuing new, safe securities, the Federal 


Home Loan Banks may be looked to for easing of 


the local mortgage credit situation in each state. 


banks, since the subscription books 
will remain open, presumably as 
long as there is an eligible institu- 
tion which is not a member. The 
original government subscription is, 
in this sense, only a loan more or 
less to get the system started. A 
permanent source of funds for the 
Home Loan Banks to lend to their 
member institutions is, therefore, 
provided for in the Act. 


6 Effects Of The 
Home Loan System 


1. Home Loan Bank 
financing will release to 
property owners money for 
needed repairs and upkeep. 

2. This, in turn, will in- 
crease employment and in- 
crease buying. 

3. Home Loan Bank de- 
bentures will be issued, and 
are expected to be second 
only to government bonds 
for safety. 

4. These debentures will 
be exempt from all taxes ex- 
cept inheritance, estate, gift, 
and surtaxes. 


5. The Home Loan Bank 
system allows a distinct sep- 
aration of long-term mort- 
gage credit from short-term 
commercial credit. 

6. The system provides a 


most practical way to ad- 
vance home ownership. 


Under this latter provision, any 
of the Home Loan Banks may issue 
debentures, secured by a formidable 
array of obligations and liens on 
home property. It is these same 
debentures which will be one of the 
major effects of the Home Loan 
Bank system on the commercial 
banker’s operations. They will pro- 
vide a highly desirable investment, 
from the point of view of safety and 
stability, for any of the bank’s funds 
which are seeking investment. The 
first of these debentures will be issued 
whenever any Home Loan Bank 
finds its present available funds in- 
adequate to meet an unquestioned 
need in its district. 

The two outstanding features of 
these debentures will be their safety 
and the fact that they are tax ex- 
empt, save for inheritance, estate, 
gift and surtaxes. 

Their safety has been declared by 
students of finance as second only 
to that of government bonds. 

The Home Loan Bank issuing 
such bonds must have as primary 
security behind them $190 in mort- 
gages for each $100 worth of bonds. 
The $190 in mortgages is pledged to 
the bank by a member institution 
to which the Home Loan Bank has 
advanced only 50%, or at the high- 
est 60% of the value of the mort- 
gage. Therefore, the Home Loan 
Bank issuing the bonds has a claim 
on the $190, having loaned out only 
$114 at the maximum. 

Furthermore, taking the 60% 
loan to a member institution as an 
example, we must remember that the 
law provides that such a cash loan 
by the bank must not exceed 40% 
of the present appraised value of 
the property with respect to which 
the original mortgage was made. 
Therefore, the property value be- 

(Continued on page 690) 
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Machine Farmers Make More 
And So Are Better Credit Risks 


A report of a study of 
increased farm income 
made by a farm man- 
agement expert who 
serves as farm adviser 
to banks and others. 


HE milking of from 14 to 18 

cows is considerable of a chore, 

especially when done by hand. 
That is the reason that Elmer Miller 
thought favorably of using a milk- 
ing outfit. He did not mind the job 
of milking so much when the boys 
could help, but they were in school, 
and ‘‘didn’t like to milk any too 
well, anyhow.’’ 

So, since electricity was available, 
the cows were put on a three-unit 
milking outfit last February. Pos- 
sibly a two-unit machine would have 
sufficed, but the difference in cost is 
not much, and should the herd be 
increased, the three units would 
prove a real advantage. Even now 
the task is shortened. 

Some speculation was made as to 
whether the cows would take up with 
the mechanical milking, but that 
question was soon settled. In fact, 
Mr. Miller says that not a single cow 
even did so much as kick the teat 
cups off. In fact, some of the cows 
that had objected to hand milking 
seemed to take up with the mechan- 
ical plan from the first. 


Would Not Go Back To 
Hand Milking 

There are no absolute and detailed 
records for comparison of the old 
hand method and the new mechan- 
ical way for this herd. Some cows 
have been replaced with heifers, and 
some are dry at this time. But the 
point is that Miller would not like 
to go back to the old way. Now the 
job takes only a fraction of the time 
that was formerly required. And the 
boys like to take charge of this 
mechanical operation. They are like 
all boys, and enjoy seeing the wheels 
go round. 
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J. M. DOWELL 


Farm Management Consultant, Champaign, III. 


Since the milking machine has 
been employed, other changes have 
taken place. "For example, previous- 
ly the monthly milk cheek ranged 
from $125 to nearly $200, probably 
averaging $150. Now some of the 
milk is sold in bulk at wholesale, 
some is separated with an electric 
separator, and some is bottled and 
retailed. This arrangement helps out 
a great deal on the income. 


During February, March and 
April of this year, an average of 14 
cows have been in milk, and the in- 
come has been accurately tabulated. 
February dairy income was $227.36 ; 
March, $260.69; and April, $231.98 
—all of which is very acceptable, 
especially during a period like this 
when dairy products are low in 
price. 

This fine increase in income is 
largely due to the fact that quite a 
lot of the production is being bottled 
for retail. No accurate check on 
volume of production is at hand for 
comparison, but Mr. Miller feels cer- 
tain that it is above what it would 
have been with hand milking. 

An important advantage, and one 
which does not show up in the dairy 
income, is the fact that less time is 
required. This naturally leaves more 
time for other duties, such as the 
eare of the dozen or so litters of 
spring pigs, and some larger shotes 
that are on feed. It also gives more 
time for regular field duties, since 
there are some 65 acres of corn to 
look after, 30 acres of oats, 15 acres 
of barley, 20 acres of soy beans, and 
35 acres of clover. 

Quite an acreage is in pasture, so 
that it is not necessary to feed very 
heavy of grain, at least just now, 
since the pasture is good. 

What grain is fed is first run 
through a hammer mill. This method 
is not expensive. The ration con- 
sists of corn, oats and soy beans. In 
those seasons when we have a dry 
summer and the pasture becomes 


thin, it is advisable to allow a heavier 
grain ration. Also, in that ease, this 
will be supplemented with some of 
the new clover hay so that produc- 
tion may hold up well, even during 
the hot, dry part of the summer. 


Another indirect revenue from the 
dairy herd lies in the skimmed milk 
that is fed to the shotes. Pigs cer- 
tainly go after milk, and we have 
long thought that a small amount 
has far more value than is ordinarily 
believed. It acts as a tonic, and as 
an appetizer. A little ground feed 
is mixed with this skimmed milk, and 
that makes the pigs go after it all 
the more eagerly. 


Farm operations are so_inter- 
woven, that it is rather difficult to 
give each operation an exact value, 
or charge. But when a number of 
dairy cows are properly handled and 
carried on along with other farming 
operations, and with some hogs, it 
seems to bring in considerably more 
money than any one crop or one 


How Machinery 
Improves Farm Income 


1. Production is in- 
creased. 

2. More time is avail- 
able for other jobs and the 
well-equipped farmer be- 
comes a better credit risk 
because he is inclined to 
add other cash-producing 
jobs. 


class of operations. The diversity 
makes for safety, and at the same 
time gives productive employment 
for labor 12 months of the year. 
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By careful advance planning and consolidation of material into typewritten ——_ we are able to handle the necessary business in our board 


meetings in a little over an hour. This is one reason w 


y we can count on 100% attendance. 


Our Directors Like To Direct 
And Never Miss A Meeting 


UR board of seven directors 

consists of five representative 

business men and farmers, 
the assistant cashier and myself. 
They represent a good cross see- 
tion of the various industries of our 
community. The president deals in 
potatoes, one of our principal cash 
crops. The vice president is an im- 
plement dealer and he knows mer- 
chandising, farmers and their credit 
standing. We have an abstractor 
whose daily contact with the Court 
House enables him to give us valu- 
able information on real estate trans- 
actions. We also have two prosper- 
ous farmers and it happens that they 
reside in opposite directions from 
the city, thus giving us wide contact 
with our farming community. 


Directors Know Customers 


Well 


These five men, all in the prime of 
life, have resided in the vicinity of 
Waupaca all their lifetime, so they 
are personally acquainted with prac- 
tically all of our customers. The as- 
sistant cashier and myself have been 
connected with the bank for over 12 
years, so we are also more or less 
well acquainted. 

These directors have substantial 
stock ownership in the bank, but are 
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HARRY W. RAWSON 


Cashier, The Farmers State Bank, 
W aupaca, Wis. 


not the largest stockholders. They 
take a civie pride in guiding the in- 
stitution and do not use their con- 
nection to further their own inter- 
ests. It isa pleasure to complete that 
part of the report to the Commis- 
sioner wherein directors’ loans are 
listed beeause the percentage is so 
negligible. Furthermore, they and 
their families keep good-sized de- 
posits with us and do not deem it 
necessary to maintain off-setting 
loans. 

The president of the bank is a very 
keen merchant. At our first diree- 
tors’ meeting after I became cash- 
ier, he told a story at my expense 
which I shall never forget. I wasn’t 
well acquainted and had made a 
small loan which I was skeptical 
about afterwards. To ease my mind, 
I asked, in the meeting, if the fellow 
was good for it. 

‘*You remind me of the young lad 
who was tending bar in his father’s 
saloon,’’ the president answered. 
‘*His dad was in the back room and 
the kid called out to him, ‘Say, Pa, 


is Bill Jones good for a drink?’ Pa 
yelled back, ‘Has he had the 
drink?’ ”’ 

Since then, I have tried to find 
out if Bill Jones is good for the 
drink before he gets it. 

We have a meeting once a month 
and seldom have to postpone our 
regular meeting date. The attend- 
ance record is practically 100%. We 
seldom have to have a special meet- 
ing, because the discount committee 
is always available and, if anything 
comes up that they do not feel capa- 
ble of deciding, the other board mem- 
bers are always near at hand and 
their opinions are easily obtained. 

A regular order of business is fol- 
lowed in the directors’ meetings, but 
as it is a small and agreeable board, 
the meetings are more or less in- 
formal and each one has a chance to 
voice his opinion. 


Directors Encouraged To 
Voice Opinions 

In speaking of the harmony which 
exists between the directors and the 
executive officers, I do not wish to 
convey the impression that the direc- 
tors are a bunch of ‘‘yes men’’, be- 
cause there really is not a ‘‘rubber 
stamp’’ in the outfit. They have 
their differences of opinion and are 
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not afraid to speak up. On any im- 
portant matter, our president takes 
plenty of time to allow each director 
to express himself. But when it 
comes to the final vote, none of them 
is so stiff necked that he cannot 
change his mind when he realizes it 
is for the benefit of the bank to do 
so. They make mistakes, of course, 
but when seven men vote unanimous- 
ly on a question, it is usually more 
likely to be right than wrong. 

We used to go over all new and 
renewal loans made during the in- 
terim of meetings and also notes 
maturing in the next few weeks. We 
found that this procedure, in addi- 
dition to the other business, dragged 
out the meetings for several hours 
and took valuable time from the con- 
sideration of other matters. The dis- 
count committee of three now goes 
over these loans in the afternoon be- 
fore the meeting and only those lines 
needing attention are brought be- 
fore the entire board. This commit- 
tee also reports important loans paid, 
past due paper, and bonds bought 
and sold. 


Statement Is Read At Each 
Meeting 


One of the requirements, of course, 
is that a statement of resources and 
liabilities be read at each meeting. 
Bank directors, as well as others, 
find it difficult to retain a list of 
figures from the mere reading of 
them, so at every meeting we hand 
each director a written statement of 
condition. 

Besides the items of resources and 
liabilities, other important informa- 
tion is reported at the bottom of the 
sheet such as average reserve, aver- 
age deposits, average overdrafts for 
the past 30 days, also the earnings 
to date for the period from the last 
cut off, and the amount of deposits 
a year ago. The directors want this 
added information because the state- 
ment for any one day might not be 
at all average for the month, espe- 
cially as to overdrafts and reserves. 

Since December 1, our overdrafts 
have ceased to be a problem. We are 
now charging 25 cents per day on 
every overdrawn account. This is 
one of the most gratifying charges 
we have installed. Our overdrafts 
on December 31 were $30.48, the 
lowest they have ever been for a call. 
If the 31st had not been such a busy 
day, we probably could have brought 
in the few stragglers and reported in 
big type ‘‘overdrafts none’’. I dwell 
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on overdrafts, because it fits in so 
nicely with this topic. That is one 
thing my directors were always razz- 


How Our Directors 
Direct 


1. They all attend all 
meetings. 

2. A regular order of 
business is followed. 

3. The discount commit- 
tee goes over loans the day 
before and brings up only 
those needing attention. 

4. A statement of re- 
sources and liabilities is read 
at each meeting and the 
written statement is handed 
each director. 


§. Financial statements 
are compared from meet- 
ing to meeting. 

6. They help officers iron 
out difficulties by accepting 
certain responsibilities. 

7. They give officers in- 
formation on the attitude 
of the public toward the 
bank. 

8. They promote the 
adoption of modern bank- 
ing practices. 

9.-They provide up-to- 
date equipment. 

10. They attend county 
bankers meetings. 

11. They encourage em- 
ployees to study A. I. B. 
courses. 

12. They make periodic 
housecleanings of loans. 


ing me about and I believe we have 
the overdrafts licked now. 


Financial Statements Compared 


Monthly 


Returning again to the written 
financial statements which the direc- 


tors have before them at each meet- 
ing: They preserve these statements 
from meeting to meeting for com- 
parative purposes and no item in 
the bank’s financial set up can get 
very far out of line without the diree- 
tors being aware of it. For instance, 
if the reserve is up or down it is 
brought to their attention and ex- 
plained, or if the deposits in any 
department are up or down, an ex- 
planation is fortheoming. Likewise, 
the items of expense, interest paid, 
and profits may be watched care- 
fully and compared from month to 
month. 


Directors Willing To Assume 
Responsibility 


The directors are willing to as- 
sume responsibility and help the ac- 
tive officers iron out some of the 
disagreeable matters which arise. 
For instance, when we refuse a loan, 
or call in one, they are perfectly 
willing that we tell the borrower 
that it is by order of the board of 
directors. If a dissatisfied borrower 
goes over our head and takes his 
grievance to the directors, they are 
not ‘‘mealy mouthed’’ in telling him 
that we are trying to conduct a safe 
bank for depositors and not a bor- 
rower’s paradise. 

The directors give us valuable 
leads on the ‘‘slant of the public to- 
ward the bank.’’ People will praise 
or kick about the management much 
more readily to a director than to us 
in the bank. At every meeting, this 
phase is discussed and they ask for 
a report on important new accounts 
and closed accounts. 

Our directors are eager to keep up 
with the modern trend of banking, 
as is shown by the fact that they 
unanimously adopted a schedule of 
measured charges which two of our 
neighboring banks and ourselves put 
into effect on December 1. This is 
all new to the directors, as well as 
to us. While the matter of account 
analysis is still in the educational 
stages and we have made no actual 
charges on commercial accounts as 
yet, still the other charges amounted 
to $280 in December. 

The directors like to attend the 
county bankers meetings and were 
very much in favor of a county 
eredit bureau and protective pro- 
grams, both of which have been estab- 
lished in Waupaca County for sev- 
eral years. About the only better 
banking recommendation which the 

(Continued on page 688) 
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Rumor-Proof Depositors 
How To Educate Them 


W. R. MOREHOUSE 


Vice President,Security-First National Bank 
Los Angeles, Cal. 


HILE, no doubt, there is 

some propaganda being used 

with intent to wreck our 
banks, 90% of rumors are being 
spread by well-meaning depositors 
without any thought of injuring the 
banks. 

If it were possible for you to listen 
in on the conversations which take 
place over our telephone lines dur- 
ing any one day, or to read the letters 
which pass through the United 
States mails in a day, or if you could 
sit around our many American fire- 
sides for just one evening, and listen 
to the discussions that take place 
over the safety of the family’s 
money, I am sure that you would 
agree with me that those who are re- 
sponsible for 9/10ths of the rumors 
are well-meaning people, home-lov- 
ing people, people who are deeply 
concerned over the safety of their 
funds. It has taken them years to 
accumulate these funds—it is all 
they have—it may stand between 
them and poverty. 


I do not agree with bankers who 


Give your customer the facts 
regarding your bank, its size, age 
and so on. You can show him 
your statement or the figures as 
shown in The Blue Book. A cus- 
tomer acquainted with the facts 
will contradict rumors with the 


truth. 


THE BANKERS MONTHLY NOVEMBER 1932 


Some practical suggestions on educating customers to 


forestall doubts and rehabilitate waning confidence. 


This technique is particularly applicable right now. 


claim that this situation can be 
remedied by making an example of 
an offender here and there by threat- 
ening him or by actually throwing 
him into jail. You ean never stop 
‘*over-the-back-fence’’ conversations 
between neighbors by applying the 
law, nor can you stop home-circle dis- 
cussions or discussions among friends 
who happen to meet at the street 
eorner, by legal procedure. Nor can 
you class such people as propagand- 
ists, nor have you a legitimate right 
to assume that those who have money 
in your bank have no right to discuss 
whether or not it is safe. 


No Federal Law On Rumors 


Contrary to the almost unanimous 
belief among bankers, and lawyers 
too, there is no federal statute that 
makes it either a misdemeanor or a 
felony to circulate false statements 
regarding the safety of any bank. 
The passage of such a law has been 
attempted on three occasions, and 
the nearest such a law has come to 
passage was in 1930, when it was 


passed by the House of Representa- 
tives, but it failed of passage in the 
Senate. 

There are, however, state laws in 
certain states covering this point. 
For instance, in my own state of 
California, it is a misdemeanor, 
punishable by a fine of not to exceed 
$1,000, or not to exceed one year in 
jail, or both. But, before you can 
apply the law successfully, you must 
prove that the offender is guilty of 
circulating false rumors maliciously. 
The word ‘‘maliciously’’ lets out 
about 9/10ths of the offenders, and 
the word ‘‘false’’ lets out at least 
half of the remaining 1/10th. 

Why waste all of our effort on the 
1/10th, when 9/10ths of the offend- 
ers cannot be reached by law? 

Edueation, not law, is the best 
remedy. 

‘*Come, let us reason together’’ is 
a bit of good advice as old as the 
prophets. It is just as potent today 
as the day it was first uttered. Al- 
though first spoken centuries ago, it 
points the way out for our banks. So 
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let us counsel with those of our eus- 
tomers who are anxious over the 
safety of their deposits. 

When one of your depositors shows 
signs of being uneasy over the safety 
of his funds, or remarks that he has 
been told to take his money out of 
the banks, don’t permit him to leave 
without an interview. Escort him to 
the desk of an officer of the bank. 
Let that officer invite him to be 
seated behind the counter, away 
from the prying eyes of other cus- 
tomers, and then and there point out 
to him in what particulars he has 
been misinformed. 


Safeguarding The Interview 


Perhaps you haven’t realized it, 
but you can never get the best pos- 
sible results from an interview unless 
you surround that interview with 
proper safeguards against interrup- 
tions from other customers. With 
other customers near at hand, the 
person being interviewed isn’t going 
to open up, figuratively speaking. If 
anything, he will be inclined to 
*‘shut up like a clam”’. 

In order to arrest your lis- 
tener’s attention immediately, 
take a pad of paper, place it 
before him, get out your pen- 
cil and put down a few fig- 
ures. The date when your 
bank was organized is suffi- 


your customers, whether they call to 
discuss loans, investments, or prop- 
erty. 

Let your customers bring up the 
question that is troubling them. 
Your part is to have a ready answer 
to every question asked. For best 
results, support your answers with 
facts and figures. And this is what 
I mean by having facts and figures 
for ready reference. Let me illus- 
trate my point. Have a copy of your 
last statement or your Bankers Direc- 
tory at hand. Spread it out before 
your customer. If yours is an old 
bank, emphasize that point, for a 
majority of people regard a long- 
established bank as a safe bank. In 
their minds, the two go hand in 
hand. Any bank organized for more 
than five years can use this point 
with good effect. 

Now emphasize the amount of 
your capital, surplus and undivided 
profits. Regardless of how large the 
aggregate is, whatever the amount 
is, it will look large to the average 


Eight Elements In 
Successful Interviews 


1. Make sure that every depositor 


depositor. Mutual savings banks can 
refer to their reserve account with 
equally good results. Mention the 
amount of money that your stock- 
holders have invested in the busi- 
ness. Call attention to the fact that 
they have also assumed a stockhold- 
er’s liability to pay in more money 
if ealled upon. Emphasize your 
quick assets, and so on. 


How To Reach A Climax 


As a climax, call attention to cer- 
tain of your officers and directors, 
or trustees, laying particular empha- 
sis on those best known in the com- 
munity—men who have the confi- 
dence of the people—men who are 
outstanding in business or in the 
professions—men who take an active 
part in public affairs and whose 
names appear from time to time in 
the local press. 

As the average person is quick to 
fall in with the crowd and do as the 
crowd does, you might mention the 
number of your depositors. Even a 
few hundred, in ease of a small bank, 

is reassuring to the average 
listener. 

At this juncture in the in- 
terview, ask your listener if 
there are any questions he 
would like to ask. This opens 
the way for you to clear 


| 
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up any points about which he 


who displays any doubt about the , , 
is not fully satisfied. 


safety of the bank has a talk with 
an officer. 


cient for a start. From the 
moment when you make your 
first figures on the paper you 
will have your listener’s un- 
divided attention. Instantly 
his curiosity and.interest are 
aroused in what appears on 
the paper. The secret is, your 3. Use paper and pencil to illus- 
sketch enables him to visual- trate the important points of the 
ize what you are explaining to 


him conversation. 


Let me recommend that you 
never permit an interview to 
end without congratulating 
your customer on his account. 
Although the balance may 
look small to you, it may look 
large to your customer. All 
depositors are susceptible to 
words of praise. They feel 
honored when an officer of 
their bank compliments them. 
It makes them feel better, if 
I may use that expression. 
Congratulate them, and they 
will leave your bank feeling 
that it is their friend and that 
it appreciates their patronage. 
Nothing you ean say or do will 
restore confidence to as high a 
degree as a few words from 
you, spoken personally, in ap- 
preciation of your customer’s 
patronage. 

Interviews with depositors 
are like an endless chain. The 
good they do goes on and on 
after the interview has con- 
cluded. 


2. Make him comfortable in a 
place where the discussion will not 
be overheard by others. 


4. Do not open the discussion by 
announcing the purpose of the 
conversation. 


Let me illustrate—you can 
read books of solid print on 
the topography of Mexico, 
and have only a fair picture 
of it in your mind, but study 
a topographical map of the 
Republic for an hour, and 
you will have a fairly aceur- 
ate description of Mexico. 

Never open a discussion 
with a customer who is ner- 
vous and alarmed, by an- 
nouncing the purpose for 
which you are holding the in- 
terview, but start the conver- 
sation with a statement to the 
effect that you always wel- 
come an opportunity to dis- 
cuss business matters with 


5. Let the depositor bring up the 
question that is on his mind; your 
job is to have a ready answer. 

6. Explain your bank's latest 
statement emphasizing capital and 
surplus. 

7. Emphasize the value to the 
bank of some of your directors 
who are favorably known to your 
listener. 

8. Compliment your depositor in 
some way about his account. 
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Personal Loans A Specialty 


Requiring Special Equipment 


A. CORNELIUS CLARK 


Missouri Savings Bank and Trust Co., 
Kansas City, Mo. 


T IS evident that the most careful 
investigation of any loan policy 
is essential to successful banking 

and profits are sometimes made by 
earefully analyzing doubtful fields 
and firmly refusing to leave beaten 
paths of safety. 

Let me make it clear that I am 
speaking of the small loan in its 
reference to the average commercial 
bank and not of the industrial banks 
or stock corporations which are 
sometimes referred to as banks. It 
is illuminating to notice that a large 
number of articles recommending 
small loan departments to commer- 
cial banks have been written by 
bankers who operate in industrial 
districts. Certain banks of this 
nature, because of their particular 
location in railroad centers, shop or 
factory districts, may conduct co- 
signer or personal loan departments 
successfully, but the few banks of 
this nature are by no means the 
average. 

While they may accumulate a 
volume of notes endorsed by two or 
more reliable salaried workers, other 
banks, forming by far the majority 
in the city, county, or state—the 
average banks—cannot, without ex- 
cessive expense, gather the volume 
sufficient to warrant the installation 
of a specialized department for 
making personal monthly-payment 
loans. 


Arguments On The Small 
Loan Question 


The writer has carefully studied 
articles and books on small loans 
within recent months when such 
data was directed to the commercial 
bank. Let us go back over the argu- 
ments that have been advanced by 
bankers in the field, but more often 
by those who had something to sell 
for such departments. Three prin- 
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Commercial banks seldom find it feasible to maintain 


personal loan departments to promote small two- 


name salary loans. It is better left to loan companies. 


cipal arguments are put forward 
to recommend ‘the making of small 
loans repayable in 10, 12 or more 
regular monthly payments. 

First, it is said 
that most banks 
are already mak- 
ing a large num- 
ber of accommo- 
dation loans for 
30-, 60-and 90-day 
periods, and that 
many of these 
advances become 
repeaters. That 
is, the borrower 
simply wishes to 
renew his_ note 
continually, and 
therefore, many 
of these loans 
amount to noth- 
ing less than 
frozen assets. It 
is said that when 
a personal loan 
plan is put into 
operation, all of 
these loans may 
be renewed on a monthly-payment 
plan and thus worked out of the 
loan ease in due time. In short, the 
personal loan plan liquifies assets. 

Seeond, the discount charged of 
from $6 to $8 on a $100 loan, paying 
off in 12 equal payments, means 
from 12% to 16% gross interest on 
the investment, which is consider- 
ably greater than the average charge 
made, when the same amount is 
loaned by the average bank. Thus, 
it is reasoned that when a large 
volume is obtained in small loans the 
actual profits are greater. The 
fallacy in this direct profit argument 
is, perhaps, the most outstanding of 
all, but I will cover it in detail in 
a later paragraph. 

Third, small loans are utilized by 


meeting? 





“How can I justify these costs in our directors’ 


We are spending $7.89 for each $100 
we lend on the monthly plan. Either we must In 
raise our interest charge or we must leave these 
small loans to banks organized to handle them.” 


80% or more of our population and, 
therefore, act as a popular adver- 
tising medium to draw new faces to 
the bank, offering ample opportunity 
for new contacts. 
It is said that 
20% or more of 
borrowers may be 
educated into 
savers and their 
friends may be 
induced to be- 
come customers 
of the bank in 
some capacity. 
All of which 
reads encourag- 
ingly and leads 
us to believe that 
opportunities ac- 
eruing indirectly 
from a small 
loan department 
would be almost 
endless. 

short, the 
three arguments 
in favor of small 
loans are l. 
liquidity, 2. better direct profits, and 
3. indirect advertising and thrift 
education. 

When these three points came to 
my attention five years ago, I ac- 
cepted them as correct. Since that 
time, it has been my pleasure to 
visit or to be directly in touch with 
more than three-score bankers who 
have tested out these statements. 

In addition to these tests, I have 
gone into the making of personal 
loans carefully with the larger 
chains of personal finance com- 
panies to determine actual costs of 
liquidation, investigation, collection, 
and general operation of small loan 
departments. There is no excuse for 
guesswork about these cost items 
today. 


(Continued on next page) 








Why should we put in a personal 
loan department to liquidate 30-, 
60- or 90-day frozen notes? Why 
not put these few notes on a monthly- 
payment plan as occasion may arise ? 
Will they not work themselves out 
in this way just as well? 

Twenty-five letters before me from 
average banks in various-sized cities 
advise they occasionally liquidate 
short-time notes by putting them on 
small monthly or semi-monthly pay- 
ments. If accommodation loans are 
secured properly, there is no need 
to resort to an easy-payment plan 
of reducing them. It they are not 
secured, there is no need to install 
a personal loan department to put 
them on a payment plan. 


Added Profits Not Likely 


Of all arguments the one of added 
direct profits has the greatest appeal 
and the least facts to substantiate 
it. At the outset, the reader accepts 
the statement that when a $100 loan 
is made repayable in 12 monthly 
payments and $6 or $8 is deducted, 
then the bank has made 12% to 16% 
gross profit. True, but gross profit 
is not net profit. There is the loop- 
hole. Expense must be deducted for 
the maintenance of a small loan de- 
partment. There is the salary of a 
manager and at least one assistant, 
printing, stationery, stamps, rent, 
light, advertising, investigation, and 
last, the item that frightens every 
good banker—losses and collection 
costs. 

That the average commercial 
banker may have a definite idea of 
these expenses of operation, permit 
me to quote the actual expenses in- 
eurred by six larger banks whose 
analysis departments have kept close 
check of expenses over a period of 
three years or more. The following 


eosts are figured on each $100 

loaned: 
DE cade cab ew annwewe $1.63 
Interest rebates and refunds ... 1.25 
DE Sore cane aa aba Reba 75 
DOR: 5 cskeentwsccnse ee 67 
Menerve Lor CARES 6c ccc ccviccs 40 
I Hin ik inGencawsnediewin ke .39 
DN apn aannendckbuap ee 27 
Stationery & printing ......... 17 
DE Cpucasicvandseeashuae bus .08 
Dc dcsbncsucaneuus 78 

PEE: osss cask neeaeeeneeued $6.39 


However, this expense list does not 
include the cost of money. In order 
that money may be loaned, other 
departments of the bank are forced 
to ineur a steady outlay to maintain 
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deposits and pay interest on a cer- 
tain portion of them. The cost of 
money averages from 3% upwards. 
For our analysis, we will adopt 3% 
and, since small loans are repayable 
in 12 monthly payments, we will cut 


Five Highlights On 
Personal Loans 


1. A specialized personal 
loan department is not 
needed _to liquidate slow 
loans already in the bank, 
for they can be put on a 
monthly payment basis 
without a special depart- 
ment. 


2. Averages of cost fig- 
ures show that it costs $7.89 
to lend $100 for a year in a 
specialized personal loan de- 
partment, so this makes it 
necessary to charge much 
higher rates of interest to 
make such loans pay. 


3. Indirect profits from 
inviting personal loans are 
doubtful, because this type 
of borrower is not the kind 
who develops into a profit- 
able bank customer. 


4. Small borrowers may 
be educated out of debt, 
but few can be helped into 
larger incomes. 


5. Commercial banks can 
afford to handle small loans 
to families in the higher- 
earning classes, but these are 
not the ones that borrow 
from a special small-loan 
department. 


this in half, adopting 144% as our 
money cost, or $1.50 per $100 loaned. 

Adding this amount to the other 
costs, the total reaches $7.89 for 
each loan of $100. At this profit, 
which is only 11 cents per $100 
loaned, we have only $110 net profit 
on a $100,000 volume. 


It is now reported that more than 
300 commercial banks are operating 
small loan departments and few are 
deducting more than $8 per hundred 
on this type of loan. In many insti- 
tutions the cost of money will run 
to 334% and higher. In these cases, 
the cost of loaning $100 in the small 
loan department will exceed $8, 
making a definite direct loss for 
every loan made. 


Without argument there are cer- 
tain bankers who have specialized in 
making personal loans and who are, 
through long experience, so adept at 
reading character and approving 
loans that their losses are reduced 
to almost nothing. This type of loan 
manager, however, is the exception 
and not the rule. His record cannot 
be safely adopted as a criterion for 
thousands of others in the field of 
personal credit. 


Inasmuch as this fallacy in costs 
is the stumbling-block overlooked by 
the banker entering the small loan 
business, it is worth our while here 
to say that those bankers who care 
to take the time to study the history 
of small loans in our nation will 
find that all past and _ present 
authorities are agreed that maximum 
interest rates for bank loans, pre- 
scribed by law, are too low to pay 
the eosts of making and collecting 
little loans. 

Capital is like many other com- 
modities. It cannot be distributed 
in small lots as cheaply as when it 
is loaned in large quantities. A 
bushel of coal cannot be sold at the 
ear-load price. Lending small sums 
and collecting them in monthly in- 
stallments is strictly a retail form 
of banking. 


One Of The Chief Difficulties 


Some day, perhaps, banks may 
seek the right to charge the rates 
necessary to make small loans. To 
date they have not done so and in 
attempting to mix personal easy- 
payment loans with larger advances, 
they are placing themselves in the 
position of the wholesale merchant, 
who wholesales from one counter 
and retails from another. Such a 
practice invites the embarrassing 
possibility of having to explain to 
customers why individual rights are 
not equal at the bank. It is doubtful 
that it can be successfully carried 
through as a general practice. 

It invites to the bank’s lobby all 
types of borrowers and opens the 
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bank to criticism because some must 
be charged higher rates than others. 
A combination of wholesaling and 
retailing, with the exception of a 
very few instances in the mercantile 
world, has never proved successful. 
For the sake of fairness, let us 
entirely forget the facts. Let us 
imagine that our bank has aeccumu- 
lated $100,000 in endorsed notes. 
With this note case before us, and 
the customers making payments, it 
is possible for us to determine 
whether or not the third argument 
of indirect profits is worth while. 
First let us analyze these borrow- 
ers who are continually coming to 
the window making payments. Who 
are they? Why do they borrow? 
Are they the type of individual who 
has been struck by emergency such 
as illness, accident or unemployment 
and seriously desires to get out of 


debt? Will they, with the bank’s 
aid, organize themselves out of 


debt? If so, how long will this 
process require? And will they be 
good depositors when they have 
done so? 


Guesswork Is Dangerous 


We must answer these questions 
fairly with due consideration to the 
intelligence and care that must be 
used by small borrowers who ae- 
complish the amazing feat of cloth- 
ing, housing, feeding, educating and 
earing for their families—frequent- 
ly large ones—on $2,000 a year or 
less. We must resort to no guess- 
work. The records of several hundred 
small loan departments in banks are 
open to us and many of these insti- 
tutions have kept a careful tally of 
just who borrows and why. We may 
also double-check our figures with 
numerous other personal credit 
organizations as to exactly what kind 
of people borrow. Taking the 
records of 48 banks which have 
operated small loan departments for 
two or more years, we have: 





WHY THEY BORROW 
To consolidate debts and loans. ..42% 
For medical service............. 28% 
Home equipment .......cccssss 14% 
The remaining 16% borrow for 
education, investment, taxes, in- 
surance, home improvement, to 
help friends and relatives, vaca- 
tions, and so on. 


From this we assume that 42%, 
or almost half of the people who 
eome to the bank for a small loan, 
are already in debt or have loans 
which they are having difficulty in 
THE BANKERS MONTHLY 
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meeting. Another 28% are sick or 
have some immediate member of 


their family who is ill. That makes 
70% who are fighting to meet ex- 
penses of family life on small in- 
comes, seriously in debt, or have 
sickness in their midst, which is a 
liability of an uneertain character 
for a bank 
borrower to 


into the small account class. 

None of us are so cold that we 
cannot, or will not, admit that out 
of 2,000 or 3,000 small borrowers 
a goodly number will, especially 
with the aid and guidance of a good 
bank, have a change “of income or 
a change of mind—learn in time to 

save a regu- 





have. 

Our aver- 
ages show, 
then, that 
only 30%, or 
less than 
one-third of 
total loans 
made are 
for home 
equipment 
or sound in- 
vestment 
purposes. Is 
there any 
one who 
wishes to 
contend that 
small loans, 
generally 
speaking, are not made primarily 
for remedial purposes? 

But let us go farther in our study 
of indirect profits, for many bankers 
are basing their entire reason for 
making small loans on the assump- 
tion that in the future many present- 
day borrowers will become savers and 
valuable customers. It is said that 
20% of borrowers are educated into 
savers. We will accept those figures 
as they have been furnished by 
several institutions having the best 
analysis departments. 





If 20% of all small borrowers 
might be changed into savers, it would 
require only a few years to see a 
marked increase in bank deposits. 
Beneficial results would also be 
reflected generally in all commercial 
activities. It is a line of reasoning 
that appeals to those who have faith 
in American people. It is, without 
question, the one possible field of 
profit for the commercial bank in 
making small loans, but just how 
much profit even this channel will 
allow is very indefinite. 

One thing must be remembered in 
considering future possibilities and 
that is the fact that the small bor- 
rowers may be educated out of debt, 
but few can be helped into larger 
incomes. If, by careful manage- 
ment, they become consistent savers, 
such savings will on the average fall 





Commercial banks can afford to handle small loans to families 
in the higher-earning classes, but these are not the ones that 
borrow from a special small-loan department. 


) lar portion 
of their in- 
comes. How- 
ever, to get 
any clear 
idea of how 
valuable 
these small 
savers. will 
be to a bank, 
we must ar- 
rive at an 
idea of how 


much they 
will prob- 
ably save. 


To do this, 
we may re- 
fer again to 
the 48 bank- 
ers who have 
furnished figures on just who bor- 
rows. Running down the figures we 
read: 





THE KIND OF PEOPLE WHO 


BORROW 
Clerical workers ............. 43.8% 
MN bis aiaewaas we naaaen 13.8% 
Railroad men ..... ..... 9.6% 
Me OE Conc cictcanenenswor 32.8% 
100.0% 


Take all the clerical workers you 
know who have been savers—add up 
their accounts and see how much 
of the total money kept in the bank 
comes from this group of folks. 

Then carry out the same process in 
regard to the salesmen and railroad 
men. Naturally, the percentage of 
deposits accruing in a bank from 
clerical workers, salesmen or rail- 
road men, will vary slightly in most 
cases, and in certain instances 
widely, depending on the location of 
the bank. We have already called 
attention to the fact that banks 
located in railroad centers or manu- 
facturing districts can make money 
in handling small loans, and this 
statement will now become much 
more clear to the reader, for we see 
that 67.2% of borrowers in small 
loan departments all over the nation 
are made up of clerical workers, 
salesmen and railway men. In the 
average bank this type of depositor 
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Our Men Address Meetings 


And The Bank Benefits 


ORE than one hundred doctors 
were assembled. It was the 
annual meeting of the County 

Medical Association. F. W. Kiesel, 
president of the California National 
Bank, of Sacramento, was the princi- 
pal speaker. The invitation had come 
from the president of the Associa- 
tion. 

Mr. Kiesel talked principally 
about the things a trust department 
ean do for a doctor. His advice to a 
busy professional man, who is an ex- 
pert in his line, was to let an expert 
in finance handle his financial af- 
fairs. Several trust accounts have 
resulted from this talk. 

Naturally, Mr. Kiesel is in great 
demand for speaking engagements. 
He is asked to open the annual ram 
sale of the California Wool Growers 
Association; to talk at schools; to 
deliver graduation addresses; to ad- 
dress Farm Bureau meetings, and 
meetings of service clubs. 

One of his most interesting talks, 
made at the Sacramento Rotary 
Club, was an account of a trip he 
made through the Panama Canal, 
together with his comments on bank- 
ing and business conditions. Many 
of these engagements Mr. Kiesel 
delegates to others on the staff. 


The Field For Banking 
Talks 


Is oratory a lost art? A disputed 
point, perhaps. But certainly public 
speaking is not, and there is a profit- 
able field for its use by bankers. 

There are at least five major out- 
lets for the services of representa- 
tives of banks who have a message 
about anything of public interest, 
but particularly a discussion of con- 
ditions and affairs from the banker’s 
viewpoint. 

And in making these publie speak- 
ing contacts the banker not only 
helps his own institution by giving 
it most desirable publicity, but he 
helps banking generally by being 
able to offset many erroneous and de- 
trimental ideas about banks and 
bankers, and by taking his rightful 
place in the activities of the commu- 
nity in which he lives. 
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W. S. GUILFORD 
Trust Department, California National 
Bank, Sacramento, Calif. 





Where To Make 
Talks 


1. State and national 
association meetings. 


2. Schools, high schools 
and colleges. 

3. Farm Bureau meet- 
ings. 
Service clubs. 
Trade organizations. 
Lodges. 
Women’s clubs. 


ol sal 


Farm gatherings. 

9. Parent-teachers asso- 
Ciations. 

10. Annual conventions 
of trade organizations. 


Places where bankers can appear 
to advantage as speakers include 
service clubs, schools, trade organ- 
izations, lodges, and farmers’ meet- 
ings. 

The rapid increase in the number 


of service clubs has made it a diffi- 
cult job to secure speakers. Many of 
the speakers who appear on these 
programs are of mediocre ability and 
often their messages are of little in- 
terest to a majority of the members. 
This makes a splendid opportunity 
for a banker who is a _ pleasing 
speaker, because almost anything he 
chooses to speak about has a bearing 
on business affairs, and the major- 
ity of his listeners are anxious to 
hear his views. Technical things 
about banking—like the operation of 
the trust department or of the transit 
department—are of especial interest. 

Trust Officers Roy W. Blair and 
Claude M. Adams have addressed 
many meetings of women’s clubs, 
service clubs, and school gatherings 
on the subject of wills and estate 
management. 

A playlet, a trust sales demonstra- 
tion, and many talks have been made 
at service clubs and farm gatherings 
by this writer. One engagement 
brings another, and in every case 
one or more people are interested 
and eventually some business is 
closed. 


Educational Institutions 


Want Your Help 


The schools, high schools, colleges, 
agricultural colleges and _ parent- 
teachers associations, are all anxious 
to have talks on thrift, bank organ- 
ization and management, the Fed- 
eral Reserve, new laws affecting 
banks—almost anything that is 
educational. Speakers will find that 
these school children constitute the 
most critical audiences they will en- 
counter. Blasé youth dares you to 
instruct or entertain, making a chal- 
lenge which brings out the best there 
is in a speaker. 

Willard H. Davis of our bond de- 
partment, and a past president of 
the Sacramento Chapter of the 
American Institute of Banking, 
has made many talks at schools, 
using the American Bankers Associa- 
tion educational outlines. 

Lodges want informative talks, 
but generally warn the speaker that 

(Continued on page 689) 
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How To Control Bank Costs 


17. Savings Costs 


B. E. YOUNG 


Comptroller, Commerce Trust Co., Kansas 
City, Mo., President, National Con- 
ference of Bank Auditors 


N MANY banks, the operating 

plan provides a separate depart- 

ment for savings deposits. In 
fact, the banking laws of some states 
require a segregation of savings 
funds and savings fund investments 
from funds and investments of other 
types. In the majority of cases, 
however, the savings deposits are 
handled by a division of the com- 
mercial banking department and the 
funds are co-mingled with other bank 
funds for investment purposes. 

This discussion is based upon the 
latter premise and it is considered 
that the average return from the 
employment of savings funds does 
not differ from the bank’s average 
income rate from the employment of 
all funds. 

There are many good purposes to 
be served through the application of 
cost factors to savings deposits. 
Among them, the following are in- 
cluded and they seem to be par- 
ticularly desirable : 

1. To determine the average net 
earning rate derived by the bank 
from its savings deposits. 

2. To determine the profit or loss 
to the bank from any savings ac- 
count as from any group of accounts, 
classified as to size and activity. 

3. To determine the character- 
isties of a profitable savings account 
in order that profitable business may 
be developed and business not bear- 
ing those characteristics discouraged. 

Consider first the net earnings 
from savings deposits as a whole. 


Earnings From Savings Deposits 


For purposes of discussion, con- 
sider the savings division operated 
by the commercial department of 
the theoretical bank set-up in the 
previous article. Figure 15 with 
that article shows the loaded ex- 


THE BANKERS MONTHLY NOVEMBER 1932 


Here you learn exactly what to do to discover 


unprofitable accounts. You also find sugges- 


tions as to how to increase savings profits. 


Five Elements In 
Savings Costs 


1. The dominant element 
is “interest paid.” More 
than one-half of the gross 
income derived from savings 
accounts is paid to the de- 
positor in interest. 

2. The “activity cost” is 
what destroys the profit ele- 
ment in the small account. 


3. It is more sensible to 
keep and to develop ac- 
counts on the books—mini- 
mize mortality—than to 
campaign for new accounts, 
since the bank has an invest- 
ment in those on its books. 


4. There seems to be ad- 
equate justification for the 
inauguration of a “stop- 
loss” charge against accounts 
that close within a short 
time, say one year, of the 
date of their opening. Since 
this is purely a charge to re- 
cover out-of-pocket ex- 
pense, it should be limited in 
application to costly ac- 
counts, either by analysis or 
by arbitrary balance limits. 

§. Inactive savings ac- 
counts may well be trans- 
ferred from active ledgers, 
both as an aid to audit con- 
trol and to minimize the ex- 
pense of maintenance. 


pense (direct expense plus a share 
of indirect expense) of the savings 
division to be $714.60 per month or 
$8,575.20 per year. Consider that 
the division maintains an average of 
12,000 accounts of which 2,000 are 
inactive, all totaling $2,620,000. 
Using such cost figures shown in the 
previous article as are applicable to 
the present subject and using the 
average income rate of 5 3/10%, the 
following analysis may be made: 


Year 1930 
Average daily balance of savings ~ 
WE ad cahudancecntadcastauua $2,620,000 
BAGO Sok cttuadend ..$ 24,000 


Reserve (4%) ....... 104,800 128,800 


Net funds for conversion..........$2,491,200 
: Income 
Income @ 5 8 /10%@........0e6. $132,033.60 
Expense 
Interest paid (average 2 57 /100%) . $67,334.00 
Operating expenses: 
Lo IEA $4,633.20 
Rent, light, power, janitor 1,248.36 
Stationery, printing & 


SUD |< cc ane se vee 670.08 
Telegraph and telephone. 59.04 
peat 132.00 
Miscellaneous ..... ore 134.40 


uo 
ov 
to 
= 


Indirect apportionment.. 1,698.12 8 


Item cost (1500 transit and 
clearing items @ $.015.. 225.00 

General administrative share 
(26% of $8,575.20.. 

Conversion cost ($5.16 per 


$1,000 net funds). 12,883.56 91,247.31 





Pe Gioia dik den cadccduwa $ 40,786.29 


On the basis of this example, 
operation ratios are as follows: 


Average income per $1,000 of savings 


GE beens ccnccesnecanandneees $50.39 
Deduct: 

NN WO San wiicem claw ea-s 25.70 

Operating expenses wikia ae ae 

Administrative share ...... 85 


Conversion expense ....... 4.92 34.83 
Net earnings per $1,000 of 


GE GE bv ec cnaedasceed aun $15.56* 
*This represents 1 55 100%. 


To break down these aggregate 
totals and to determine the various 
factors from which they resulted, a 
detailed cost analysis of the opera- 
tion may be made. 


Detailed Costs 


The example used for the purpose 
of diseussing ‘‘Earnings from sav- 
ings deposits’? may be used for the 
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Analysis Of Savings Deposits 


Date 
Si Savings Investment Dormant Spending 
Size 
Number Amount Number Amount Number Amount Number Amount 
Under $10 
$ 10— 24 
25— 49 
50— 99 
100—499 
500—999 


$1,000—and Over 


Total 


SAVINGS ACCOUNTS 


Accounts which seem to be following the idea under 
which savings facilities were first provided, i.e., a sys- 
tematic and steady accumulation of funds with little 


withdrawal activity. 


INVESTMENT ACCOUNTS 


Large inactive deposit accounts in excess of $250 which 
for one reason or another the customers leave on deposit 


rather than invest in securities. 


DORMANT ACCOUNTS 


Accounts less than $250 which do not change being 
either forgotten or left purely for accretion of interest. 


Futile No Experience 


Grand Total 


Number Amount Number Amount Number Amount 


SPENDING ACCOUNTS 


Accounts showing a high degree of deposit and with- 
drawal activity, any or all of which might, however, show 
good results under careful treatment. 


FUTILE ACCOUNTS 
Accounts used merely for convenience as a temporary 


deposit medium for funds, showing constant withdrawals 
and no deposits indicating the balance is dwindling to 
little or nothing. 


NO EXPERIENCE 
Accounts in this group include those opened in recent 


months upon which experience is not sufficient to indi- 
cate a classification. 


NOTE: The idea upon which this suggested analysis is based, was expressed by Mr. Orrin C. Lester, Vice-President, The Bowery Savings Bank, 
New York City, New York, in an article entitled, ‘‘ Dramatizing Savings Accounts” published in the May 1929 American Bankers Association Journal. 
Grateful acknowledgment is made to Mr. Lester for his kind permission for the reproduction of the idea herein. 


problem of cost finding in the sav- 
ings division. The monthly operat- 
ing expense total of $714.60 may be 
divided, by analysis, into three 
groups of expense items, as follows: 


| OEE CTT EOE ee $572.50 
we er re 67.50 
Account maintenance cost ........ 74.60 

$714.60 


Activity Costs 


From a study of the division’s 
activity for an average month and 
from a timing of operations, the 
following tabulation may be set up: 


Number Unit 

Handled Unit Opera- 

Item Monthly Value _ tions 

A regular savings deposit...2,511 4% 10,881 

A savings bank deposit.... 279 9 2,511 

A regular savings 

WHEEL oc cccccccces 1,740 5% 10,007 
A Christmas savings 

A eee re 1,700 1 1,700 

6,230 25,099 


Upon application of activity ex- 
penses to unit operations, it is found 
that the cost of one unit of operation 
is $.0228. Then per item costs follow : 


Adminis- Final 
Basic strative Per 
Unit Item Share Item 
Item Value Cost (26%) Cost 
A regular 
savings deposit...4% $.0988 $.0256 $.1244 
A savings bank 


a 9 2052 .0533 = .2585 
A savings 

withdrawal .....5% .1311 .0341 .1652 
A Christmas 

savings deposit. ..1 .0228 .0059 .0287 


In these figures, it is contemplated 
that the handling of a check included 
in a deposit is covered by the de- 
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posit cost. In any analysis made of 
savings accounts, the bank’s own 
cost of handling clearing and transit 
items should be added, where such 
items are accepted for deposit. 


New Account Costs 


The cost of stationery and labor 
involved in opening new accounts 
has been calculated at $67.50 for the 
average month. A study of savings 
accounts opened and closed in the 
average savings division will show a 
mortality of about 20% of the total 
number of accounts each year, that 
is, the turnover will amount to 
around 20%. This means that 2,400 
new accounts must be opened each 
year in the present case to keep the 
number of accounts constant. The 
$67.50 monthly new account ex- 
pense, then, refers to 200 new ac- 
counts opened within the month; a 
cost of $.42 for each new account 
handled, including general adminis- 
trative expense. When the cost of 
the original deposit is added to this 
new account cost, it is found that 
the new account has cost well over 
50¢ to place on the books. 

If the average life of all accounts 
is five years (theoretically, since 
mortality averages 20% per year) 
then, when the new account cost has 
been pro-rated over the life of the 
account, the annual amortization 


amounts to around 10¢ per year. 
Then, if an account closes at the end 
of the first year, it takes with it 
the unamortized opening cost of 40¢: 
if it stays in the bank more than five 
years, then the opening cost has 
been completely amortized and the 
account no longer is subject to the 
annual burden. 

The figures used in this example 
are purely arbitrary, having been 
adopted solely for purposes of dis- 
cussion. They may be easily and 
accurately derived in any savings 
division. 


Maintenance Costs 


Maintenance of savings accounts 
involves the care of the ledgers, 
proofs, interest caleulation and 
entry and such like items. Small, 
inactive accounts may be transferred 
to an inactive classification and 
ordinary maintenance discontinued, 
provided the bank has adopted the 
rule of paying no interest on small 
accounts, say under $10. 

In the case under discussion, it is 
considered that such a rule exists, 
being clearly set forth in the sav- 
ings passbook, and that only 10,000 
of the 12,000 accounts in this savings 
division are actually maintained as 
current accounts. The cost of main- 
tenance has been shown to be $74.60 


(Continued on page 694) 
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One Banker Put Men To Work 


Here Is His Method 


J. V. TUTTLE 


HILE Howard Hayes 
looking over the morning 
mail, Fred Anderson came in. 


was 


‘*Good morning, Fred,’’ said the 
banker. ‘‘How’s the factory ?’’ 

‘*Oh, the radio business is in bad 
shape.”’ 

‘What does that have to do with 
your business, Fred ?’’ 

**Well, you know I make con- 
densers for radios, and when the 
radio people don’t sell radios, they 
don’t buy condensers from me.’’ 

‘“‘Isn’t there some other industry 
that uses condensers ?’’ 

‘Well, the radio is the principal 
industry.’’ 

‘*Yes, I know. But aren’t there 
some other industries that use con- 
densers too?’’ 

Fred reluctantly admitted that 
condensers are beginning to be used 
in several other in- 
dustries, and he 
was able to name 
four. 

‘*Fred,’’ said 
the banker, ‘‘just 
as a suggestion, 
don’t you suppose 
that there is a pos- 
sibility of your get- 
ting orders from 
some of these other 
lines? Have you 
really made an ef- 
fort to make con- 
densers for the 
electrical refrigera- 
tion people and the 
motor manufac- 
turers and the 
automobile manu- 
facturers ?’’ 

‘*Well,’’ admit- 
ted Fred, ‘‘I have 
talked with two or 
three, but the radio 
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tell him I sent you. I think he 


A banker can often see things that the customer is 


too close to see for himself. The experience of this 


banker illustrates the effect of one banker’s viewpoint. 


has been my principal line.”’ 

‘*Fred,’’ said the banker, ‘‘I’m 
not trying to pry into your business, 
nor am I trying to tell you what to 
do. But it just occurred to me that 
your factory might be just the place 
to make condensers for some of these 
other lines. I am working on this 
theory, Fred. Most of us are in a 
rut. We think our old customers are 
the only ones to whom we could sell. 
We must get out of that rut. That 
is the way to get business started 
again. That is the way to get your 
business started again. If you start, 
and the other fellow starts, we could 
soon forget all about what we have 
been through.’’ 

‘Well, there is an 
admitted Fred. 

It will be understood that it is 
necessary to disguise the real names 
of these men, but the story is a true 


idea there,’’ 








“Here's a job I could give you some 5 ee on. You go and see Andrew Cordwill and 


can put you on that kind of a job.” 


one and Fred suecessfully sought 
other outlets for his condensers. 

It was only a few minutes later 
that John Preston came into the 
bank to say that since he was out 
of work, he couldn't pay his note. 

‘‘John, what kind of work can 
you do?’’ asked the cashier. 

‘Why, I have been a plumber all 
my life. I’ve been out of work for 
four months now. People aren’t 
building new houses, you know.’’ 

‘‘T know, but isn’t there some- 
thing else you can do? Just put your 
thinking cap to work and sit down 
at that desk over there with a paper 
and pencil. List all of the different 
kinds of work that you think you 
might be able to do.”’ 

When John finished the list, he 
was more surprised than his banker. 
There were many kinds of jobs he 
could do, and do well. 

‘*By Jove,’’ said 
the banker, point- 
ing to one item, 
‘there is a job 
that I ean give you 
some suggestions 
on. You see An- 
drew Cordwill and 
tell him I sent you. 
I was talking to 
him the other day. 
I think he can put 
you on that kind 
of a job. Let me 
know how you come 
out, will you 
John?’’ 

“*T sure will,”’ 
said John, as he 
left the bank with 
new hope. 

When the banker 
turned around in 
his chair after bid- 
ding goodbye to 
John, Al Bowson 
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was standing at the rail. 

‘*Hello, Al,’’ said the banker. 

‘*You are just the fellow I wanted 
to see.”’ 

‘*Well, that’s nice,’’ said Al. ‘‘I 
just stopped in to see if I could bor- 
row a little money. It isn’t very 
often that you get that kind of a 
welcome when you come in to bor- 
row money.”’ 

‘*Al,”’ said the banker, ‘‘this is 
what I was thinking about. Grain 
is selling at very low prices right 
now.”’ 

**T should say it is,’’ said Al. ‘‘I 
don’t know how we farmers can 
make any money, if the buyers won't 
pay us any more than they are pay- 
ing now.’’ 

‘*But, Al, you’re a pretty good 
livestock man, and it seems to me 
that you have an opportunity to take 
advantage of this low price situation. 
Here is what I mean. Can’t you 
figure out some way to produce live- 
stock for less? Now take that field 
you had in wheat last year. You 
didn’t make much money on the 
wheat, did you? How about putting 
that into some crop that you ean 
feed to livestock ; or, perhaps, put it 
into pasture and run the livestock 
on the pasture? Wouldn’t that make 
it possible for you to raise calves or 
pigs, or perhaps sheep, for less than 
other farmers can grow them? 


Suggestions To A Farmer 


‘‘Here is what I am getting at. 
You know how to handle stock, but 
you have always considered that you 
had to use the same old methods and 
your methods were just about the 
same as those of every other farmer. 
When the price of livestock goes 
down, you are all caught with 
animals that have cost you more than 
you could sell them for in the mar- 
ket. My idea is that you might be 
able to raise your stock so cheaply 
that you can sell it at a profit even 
at low prices. Sit down here and 
let’s figure a little.’’ 

The result of the figuring was that 
Al went out of the bank with the 
feeling that he was going to beat the 
rest of the farmers of the commu- 
nity in raising livestock at the lowest 
possible cost. 

This was a busy day for the 
banker. By the time he had finished 
with Al, Jim was standing beside 
his desk. 

After the preliminaries of a small 
transaction, the banker said: ‘‘Jim, 
what are you selling now?’’ 
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‘*Well, I’m selling the same old 
thing,’’ said Jim, ‘‘but I’m not sell- 
ing very much. People haven’t any 
money, you know.’’ 





What This Banker 
Suggested 


1. That a condenser 
manufacturer sell to other 
than radio manufacturers. 


2. That a plumber list 
other kinds of work he can 
do from which a suggestion 
for a job was drawn. 


3. That a farmer grow 
livestock feed instead of 
wheat so as to raise live- 
stock at low cost for a mar- 
ket which is better than 
that for wheat. 


4. That a salesman make 
a list of people who are 
buyers, from which he 
found several new pros- 
pects for his line. 


‘*You have a regular line of cus- 
tomers, haven’t you, Jim?”’ 

‘‘T did have, but a lot of them 
have fallen away.”’ 

‘‘How about new customers? 
Can’t you find some people whom 
you have never thought were pros- 
pects?”’ 

‘‘Well, there are plenty of those. 


I didn’t sell the whole world, of 
course.”’ 

‘*But, Jim, there are some people 
whom you never sold who do have 
money now. Not every one is broke. 
Sit down at that desk over there and 
make out a list of the people whom 
you think have money and whom you 
wish you could sell. Don’t pay any 
attention to whether they are real 
prospects or not. Don’t take the 
time to figure out whether you can 
sell them or not. Just make a list.’’ 

When the list was finished. Jim 
convinced himself that there were a 
number of real prospects in the lot 
and left the bank with a smile and 
a new determination that resulted in 
his getting a number of new and 
profitable customers. 

These are only sample conversa- 
tions of a great number that made 
up the day-after-day routine of this 
banker. John obtained steady em- 
ployment. Then he bought from Jim. 
Fred found some new customers and 
put a lot of local men to work who 
had been laid off. Al produced more 
livestock than he had ever raised be- 
fore with great success at lower cost 
and with profits to show at the end 
of the year. 

This banker made prosperity for 
his town, when other bankers com- 
plained that there was no such thing 
as prosperity. He began right in his 
own bank to do what he could do. 
All we need is 10,000 bankers like 
him. You should be one of them. 
You may not be 100% successful 
with your conversation and advice, 
but neither was this banker. I have 
mentioned only the successful con- 
versations and only a few of those. 

General prosperity for any coun- 
try is simply a grouping of the sue- 
cess of many individuals within the 
country. A good many individuals 
who must make a success are in your 
town—are customers of your bank. 


I Tell My Customers— 


The worst thing about talking 
hard times, poor business and busi- 
ness depression is that it makes the 
situation worse. 

Nearly every one can get some in- 
spiration from reading and studying 
the lives of great men. 

The men who have achieved real 
results in any worthy work have had 
to do the commonplace things and 
undergo hard, weary, intensive train- 
ing to get there. 

—C. M. JoHNSON 
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OOKKEEPING without books... but with 
a saving of 33%% in labor, 40% in ma- 
chines and 50% in stationery. 

Bookkeeping without books ... but with an 
indisputable record of every check transaction, 
vital protection against fraud. 

Recordak photographs 30 checks 
for one cent...on 16 mm. Recordak 
Safety Film. This record protects you 
against cancelled check fraud, inside 
irregularity, errors and disputes... 
and at the same time gives you a 
tamper-proof, abstraction-proof file. 


Recordak photographs customers’ statement 
sheets in duplicate for the bank’s own records. 
The expensive duplication of work involved in 
double posting is eliminated. The savings are 
great. Rent Recordak for $25 a month—no 

charge for installation or upkeep. 
Hundreds of banks now use it — and 
find it indispensable. 


Investigate Recordak. A request from you 
will bring complete Recordak information, 
with a list of users near you, who will be 
glad to show you the increased efficiency, 
economy, and protection which Recordak 
makes possible. Write today. 


Recordak Corporation 


Subsidiary of Eastman Kodak Company 
350 Madison Avenue, New York City 


Readers will confer a favor by mentioning THE NOVEMBER 19382 BANKERS MONTHLY when writing to our advertisers 
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How Trust Shares Helped 


Deposited Stocks in Each Unit of 
NORTH AMERICAN TRUST 
SHARES, 1955 
MAXIMUM CUMULATION TYPE 
CAs of October 1, 1932) 

CHEMICAL 

E. I. duPont de Nemours & Company 
Eastman Kodak Company 


The Procter & Gamble Company 
Union Carbide & Carbon Corporation 


ELECTRICAL EQUIPMENT 
General Electric Company 
Westinghouse Electric & Mfg. Co. 


STEEL 
United States Steel Corporation 


FOOD 

The Borden Company..... 

Corn Products Refining Company 
General Foods Corporation 
National Biscuit Company 
Standard Brands Incorporated 


RETAIL MERCHANDISING 
Drug Incorporated 

Sears, Roebuck & Co. 

F. W. Woolworth Co. 


MACHINERY 


American Can Company , 
American Rad. & Stand. Sanitary Corp. 
Otis Elevator Company 


FARM MACHINERY 
International Harvester Company 


TOBACCO 
The American Tobacco Company ‘‘B’’ 
R. J. Reynolds Tobacco Company ‘‘B’’ 


AUTOMOBILE 
General Motors Corporation 


PETROLEUM 
Standard Oil Company (New Jersey) 


RAILROADS 

The Atchison, Topeka & Santa Fe Ry. Co. 
The New York Central Railroad Co. 
The Pennsylvania Railroad Company 
Union Pacific Railroad Company 


UTILITIES 

American Telephone & Telegraph Co. 
Columbia Gas & Electric Corporation 
Consolidated Gas Company of New York 
The North American Company 2 
Pacific Gas & Electric Company 

Public Service Corporation of New Jersey 
The United Gas Improvement Company. 300 


This program is also available in Maximum 
Distribution Type, NORTH AMERICAN TRUST 
SHARES, 1956. 





HIS is a true story. The city is well known. It is a large 
industrial town, heavily dependent upon one industry. Its 


citizens gain their living from that industry. 


Ambitious to share in the industry’s profits as well as its 
wages, in 1927, 1928 and 1929, they were buying stock at high 


prices and were asking their banks to carry the stock for them. 


A short time before the crash, the head of a prominent invest- 
ment house in this city went from bank to bank, telling the story 
of NORTH AMERICAN TRUST SHARES to each officer. Then he 
went to the customers of the banks—in many instances with the 
bank’s cooperation. He pointed out the advantages of diversi- 
fication, of transferring their funds from one industry to many, 
from one common stock to many of the best common stocks. His 
suggestions, fortunately, were followed and an interest in shares 
of many strong companies was substituted as collateral for stocks 


of the one industry. 


Then came the crash. The city’s manufacturing was soon 
almost paralyzed. The city’s industry was very badly hurt and 


its stock declined drastically in value, lost marketability. Its 


value fell so far that it was no longer sufficient for collateral. 


Readers will confer a favor by mentioning THE NOVEMBER 1932 BANKERS MONTHLY when writing to our advertisers 
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Save One City's Banks 


Loans secured by the more stable collateral of NORTH AMERI- 
CAN TRUST SHARES, however, did not cause the degree of em- 
barrassment to borrowers or to the banks that the single stock 


collateral loans occasioned. The contrast was impressive. 


Today the banks in this city say that if they had not held the 
sound diversified collateral provided by NORTH AMERICAN 
TRUST SHARES they would have been seriously injured and they 
would have been forced to call a much larger proportion of 


their loans at a dangerous hour. 


Thus NORTH AMERICAN TRUST SHARES helped to save the 


credit of this community. 


How the 34 stocks in the NORTH AMERICAN TRUST SHARES portfolio were selected is 
described in a booklet “Building a Portfolio,” which will be sent free to you upon request. 


The offering price of NORTH AMERICAN TRUST SHARES is based upon and 
varies with the actual New York Stock Exchange 100-share lot transaction 
prices of the underlying stocks during market hours. (Full details of 
method of calculating offering price are contained in the Offering Circular.) 


1955 : 1956 
pene Vorih\merican iierene 
Type TRUST SHARES Type 





DISTRIBUTORS GROUP, INCORPORATED 


Owned by a Nationwide Group of Investment Houses 
63 WALL STREET, NEW YORK 
CHICAGO BOSTON PITTSBURGH PHILADELPHIA LOS ANGELES NEW ORLEANS 


NORTH AMERICAN 
TRUST SHARES PROVIDE: 


1 BALANCED DOLLAR DIVERSI- 
FICATION —Each Trust Share 
represents an ownership in all of the 
34 corporations listed on the opposite 
page — leading companies in 12 out- 
standing American industries. 


MAINTENANCE OF INVEST- 

MENT QUALITY—A Research 
Department is constantly engaged in 
studies of the conditions affecting the 
investment standing of the stocks un- 
derlying NORTH AMERICAN TRUST 
SHARES, 1955 and 1956. If these in- 
vestigations indicate that for good 
investment reasons, and solely for the 
purpose of protecting and preserving 
the quality of the investment, all or 
any part of any stock should be elimi- 
nated, such elimination may be made. 


NO SUBSTITUTION—The net 
proceeds from the sale of any 
stock which may be eliminated are re- 
turned to the Trust Shareholder. No 
discretionary substitution is permitted. 


THE CONVENIENCE AND 

SAFETY OF TRUST ADMINIS- 
TRATION—One of the world’s largest 
trust companies, as Trustee, adminis- 
ters the investment for Trust Share- 
holders, handling all details connected 
with the receipt and distribution of 
dividends, the compounding of inter- 
est monthly on all moneys of the Trust 
in its possession, etc. The Trustee's 
continuing fees for the entire life of 
the Trust are provided for in advance. 


MARKETABILITY—Trust Shares 

are bearer certificates which may 
be converted into cash or the under- 
lying stocks at any time through the 
Trustee. 


Readers will confer a favor by mentioning THE NOVEMBER 1932 BANKERS MONTHLY when writing to our advertisers 
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These Bonds Earn Dividends 


In Spite Of Depressed Markets 


To avoid putting himself in the posi- 
tion of recommending the bonds listed 
here, the vice president of this bank 
has asked to have his name withheld. 


SEARCH for a bank which has 
_ pee able through the past 
three years to keep a bond list 
that helped pay dividends and at the 
same time kept the bank liquid dis- 
closed one with $600,000 in deposits. 

Its vice president said: 

*‘T don’t want to be quoted as 
recommending any bond for any 
other bank to buy because no bond, 
not even a United States govern- 
ment bond can be bought and with 
safety forgotten, but I am willing 
to explain our policies.’’ 

For certain reasons this banker 
does not want his name used but 
he has had such a satisfactory record 
in maintaining the earning power 
of his bank that his experience 
should be interesting to every bank 
having less than $1,000,000 of de- 
posits. This bank has about $400,- 
000 in time deposits and $200,000 in 
demand deposits. 

It has met every legitimate loan 
request of its customers. It is still 
paying a $4 dividend to its stock- 
holders and has practically written 
off the cost of a new bank building 
out of surplus earnings. A number 
of neighboring banks have closed, 
but this bank has never had a serious 
run and, while there has been some 
shrinkage in deposits, savings de- 
posits are again increasing. 

The problem considered at the 
last meeting of the board of directors 
was: 

‘*‘Now that loans are being paid 
off and bank deposits are increasing, 
how can we invest these funds safely 
so they will earn more than the 3% 
rate we are paying on savings de- 
posits ?’’ 

The invested assets of the bank 
are placed as follows: About 14 in 
secured local loans, about 24 in care- 
fully selected investment bonds. 
This policy has been adopted by the 
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The board of directors of one bank has set a reserve 


policy that includes only bonds which have depres- 


sion-proof qualities. 


Four Important 
Investment Policies 


1. One-third of invested 
funds are in secured local 
loans. 


2. The other two-thirds 
are represented by carefully 
selected investment bonds. 


3. At least 50% of new 
time deposits received dur- 
ing a business depression is 
invested in bonds. 


4. The bonds selected are 
of three classes: a. High 
coupon bonds with a low 
call price which has held 
down the premium; b. Bonds 
with a maturity not over 10 
years, preferably within the 
§-year range; c. High-grade 
longer-term bonds such as 
are legal for savings bank 
investment that have shown 
an average fluctuation of 
about 10 points between the 
high and low quotation 
even at panic prices. 


directors because they have found 
that, from a standpoint of liquidity, 
it is very difficult to realize upon the 
loans of the local borrowers and it 
has been easier to get money to meet 
a normal withdrawal of deposits for 
living expenses by liquidating bond 
investments. 

The important point, though, 
about the successful operation of this 
bank during the days of financial 


Results please stockholders. 


stringency is that the earning power 
of the bank .was maintained so that 
earnings were available to meet the 
moderate losses resulting from loans 
that became frozen. 


While the directors would have 
liked to keep the bank statement 
showing large holdings of United 
States government securities and 
eash, they knew that it was impos- 
sible to maintain the average earn- 
ing power of the bank unless a 
substantial portion of the invest- 
ments should earn a higher rate 
of interest than can be secured on 
short-term government securities. 
For example, the rates on govern- 
ment securities are ranging between 
YS of 1% on short-term treasury 
bills to about 344% on long-term 
bonds. The rate on bank acceptances 
is less than 1%. The rate on prime 
commercial paper is about 2%. It 
is, therefore, evident that securities 
with better earning power must be 
found for the investment of bank 
funds in order to earn the 3% in- 
terest paid on savings deposits, the 
overhead costs of handling these de- 
posits, and still leave a small margin 
of profit. 

The board of directors of this 
bank, after studying this question 
carefully over a period of years, has 
adopted the policy of maintaining 
the earning power of the bank and 
its liquidity by investing at least 
50% of new savings deposits re- 
ceived during periods of business 
depression in bonds of the following 
classes: (all of them seasoned and 
listed securities with a good market) 
1. High coupon bonds with a low 
eall price which has held down the 
premium; 2. Bonds with a maturity 
not over 10 years, preferably within 
the 5-year range; 3. High-grade 
longer term bonds such as are legal 
for savings bank investment that 
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have shown an average fluctuation 
of about 10 points between the high 
and low quotation even at 
prices. 


panic 


A number of the typical issues 
selected by this bank in these three 
groups are shown in the panel. 

The average return on this list of 
investments, which was purchased in 
even units of $10,000, was about 5%. 
The directors insisted upon econfin- 
ing investments to bonds of this class 
because the bank already held a con- 
siderable volume of second-grade 
securities that had suffered a heavy 
market depression, and, while they 
were not in a class that default was 
imminent, they were selling at such 
a discount from book cost that it 
was practically prohibitive to at- 
tempt to liquidate. These bonds had 
been used for borrowing at the 
Reconstruction Finance Corporation 
but the directors of the bank felt 
that their commitment in this elass 
of securities was heavy enough. 

However, 
as the bank 
had its de- 
mand deposits 
covered by 
United States 
government 
securities, 
cash in banks, 
and paper 
eligible for 
rediscount at 
the Federal 
Reserve Bank, 
it was consid- 
ered proper 
to endeavor 
to secure 
some earning 
power to off- 
set the rate 
of interest 
paid on sav- 
ings deposits. 


New York Steam Corp. Ist A 


” Corn Products Refining Co. 1st 


Buffalo General Electric Co. 1st 


General Petroleum Corp. 1st 
Iilinois Steel Co. Debenture 
Appalachian Power Co. Ist 

The experi- 


ence of these 
directors in 
watching 
their bond ac- 
count invest- 
ments demon- 
strated that 
while it was 
possible to have a higher earning 
power than the 5% average on this 
list, the possibilities of depreciation 
and loss from the higher-rate bonds 
were so great that, not only would 
the net return to the bank have 
been lower than if investments had 
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These Types Of Bonds Have 
Helped One Bank Keep 


Up Earnings 


Group 1. High Coupon Bonds With 
A Low Call Price 


New York Edison Ist & Refunding 
American Telephone & Telegraph Co. Debenture 


Pacific Gas & Electric Ist & Refunding 
Chicago Union Station 1st Guaranteed 


Group 2. Bonds With Maturities Of 
Not More Than 10 Years 


Consumers Power Co. Ist Lien & Refunding 5s 1936 
Humble Oil & Refining Debenture 5s 1937 
Westvaco Chlorine Products Debenture 
Pacific Telephone & Telegraph Co. 1st & Collateral. 5s 1937 
Cumberland Telephone & Telegraph Co. 1st & General 5s 


Consolidated Gas Co. of Baltimore 1st 5s 
New York Telephone Co. 1st & General. . 


Pacific Gas & Electric General & Refunding 5s 1942 


Group 3. Long-Term Bonds Legal For 
Savings Banks With Little Price Fluctuation 


New York Edison Co. 1st Lien & Refunding... 5s 1944 
Bell Telephone Co. of Pennsylvania Ist & Refunding 5s 1948 
Cleveland Electric Illuminating General 5s 1954 
West Penn Power Co. Ist......... 
Syracuse Lighting Ist & Refunding .. 5s 1957 





not been confined to the type of 


investments listed, but in the panie 
period during May and June, 1932, 
it probably would have been neces- 
sary for the directors to have made 
special provision for reserves in 
order to prevent the capital stock of 
the bank from becoming impaired. 
From among bonds in this speeula- 
tive group, the list herewith illus- 
trates the market hazard: 


Bonds With Too Much 
Fluctuation 
% of de- 
preciation at 
panic lows 
American & Foreign 


2, OOP ee, 5s 2030 71% 
Chile Copper Co... .5s 1947 7534% 
Electric Power & 

RAE cs ccccuee 5s 2030 71% 
NE Na Saas sate ee 5s 1940 49% 
C.& N. W. Ry. ....58 1987 6014% 
Postal Telegraph & 

Cable ..........58 1953 60% 
Argentine External.6s 1960 54% 


The earning power on this group of 
bonds did not 
average 1% 
above the 
three pre- 
vious groups 
of selected 
securities but 
the deprecia- 
tion risk was 


61ys 1941 600% great- 
5! os 1943 er ! 

6s 1947 } 
514s 1952 In their 


6) 28 1963 discussion of 


bond account 
policy at the 
September 
meeting, the 
directors 
voted to con- 
fine invest- 
ments during 
this depres- 
is pe sion period to 

5s 1941 the three 
‘*depression- 
preet’’ 
groups of 
bonds until 
definite signs 
of business 
recovery are 
under way. 
They have a 
few frozen loans themselves that 
they are expecting to be refinanced 
when business recovery takes place 
and they know from newspaper 
financial columns that many of the 
important corporations expect to 
offer new financing when the bond 


5s 1934 


. 519s 1937 


5s 


4) 9s 1939 


5s 1956 


market will again absorb new 
security offerings and when _ busi- 
ness improves to a point where they 
ean use additional funds profitably. 
Under such conditions, advancing 
interest rates are expected in due 
course which normally results in a 
depreciation in the prices of long- 
term bonds having low coupons. 

Accordingly, the policy of this 
bank provides not alone earning 
power and liquidity against its in- 
creasing savings deposits. It also is 
a hedge against the market deprecia- 
tion that can result from advancing 
interest rates during a period of 
business recovery and inflation. 

This section of the bond account 
will be held under the investment 
policy outlined until the peak of 
interest rates becomes established. 
At that time there will be an oppor- 
tunity to decide whether or not this 
policy is to be continued or whether 
other seasoned securities that have 
become stabilized at lower price 
levels with resulting higher returns 
shall be used to build up apprecia- 
tion possibilities and earning power. 


Telephone Rules Used In 
Cleveland 


The following telephone rules are 
used in The Cleveland Trust Co. and 
are reported by the vice president, 
Edwin Baxter. 

DO’S 

1. Answer thus: ‘‘ Discount Loan 
Department, Jones speaking,’’ or (if 
answering for your chief) ‘‘Mr. 
Jones’ desk’’ or ‘‘Mr. Smith’s of- 
fice.’ Not: ‘‘Hello,’’ ‘‘Yes,’’ or 
‘*Well.’’ 

2. Always answer promptly and 
connect the caller promptly with the 
person called. Unnecessary delay 
irritates a caller, ties up lines un- 
necessarily, and even loses valuable 
business in some eases. 

3. If your chief has issued special 
instructions not to be interrupted ex- 
cept by important calls, answer thus: 
‘*Mr. Jones is engaged just now, but 
may I tell him who is ealling?’’ or 
‘‘May I eall you back?’’ followed 
either by immediate connection or 
promise to return the call later, de- 
pending upon the circumstances. 

4. If the person called is not at 
his desk, answer thus: ‘‘ Mr. Jones is 
not at his desk (or ‘‘is out’’) just 
now; may I have him eall you, or is 
there something I can do?’’ 

5. If an incoming eall is to be 
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transferred to another desk, or de- 
partment, and you know where it be- 
longs, use our inside phone system to 
eall the person desired and ask him, 


‘*Please take the call on my bell | 


phone;’’ or eall the operator and 
ask her to transfer the call. 

6. If you are uncertain where a 
eall belongs it is usually best to take 
the message in some detail, get the 
caller’s name and telephone number, 
promise to have the proper person 
eall him back soon, and then make 


the search promptly and keep your | 


promise. Much irritation is caused 
by repeated shifting of ‘calls ‘‘from 
pillar to post.”’ 


7. If you are to be absent from 


your office or desk and no one is | 


available to handle ealls, notify the 


operator where you ean be reached | 


or the probable time of your return. 

8. When you make a telephone 
eall to any busy person whose secre- 
tary answers, it is a good plan to 


say: ‘‘This is John Jones of the | 
Cleveland Trust Company; may I 


speak to Mr. Smith?”’ 


9. Always use a cheerful or at | 
least a pleasant tone of voice, with 


clear and distinct enunciation, but 
not loud. 


DON’TS 
1. Never say, ‘‘Who’s ealling.’’ 
If you must inquire, at least say, 
‘* Who is ealling, please?’’ or, better, 
‘*May I ask who wishes to talk to Mr. 


Jones?’’ or some similar tactful in- | 


quiry. 
2. Don’t say, ‘‘He isn’t here’’ or 


‘*T don’t think he’s here,’’ say some- | 


thing like this: ‘‘Mr. Blank isn’t at 
his desk—if the matter is urgent I’ll 
see if I can find him—or may I have 
him eall you?”’ 


3. If a eall is not intended for | 


you, don’t call across the room to the 
person for whom the call was in- 
tended. Instead, tell the operator: 
‘*Please put this call on Mr. ’s 
line.’’ 

4. Don’t give doubtful informa- 
tion. If you do not know where a call 
should be transferred, refer the ques- 
tion back to the operator, or follow 
the plan suggested in No. 6 of the 
“es.” 

5. Don’t ask the operator to look 
up a telephone number for you unless 
the number is not listed in the direc- 
tory. 





6. Don’t hang up your receiver 
until you are certain the person at 
the other end has hung up. 








USE OF CHECKS 
WILL INCREASE 


The first reaction to the tax on checks may have caused 
a temporary swing to an increased currency basis. But 
second sober analysis of the dangers of pickpockets, 
loss and unthrifty influence in carrying large amounts 
of cash will soon bring depositors back to the habit 
of using even more checks. @ Gilbert Safety Bond is a 
non-alterable, chemically treated, and surface colored 
rag bond of sturdy strength and foldability. Its writing 
surface is perfect. Made in 6 colors and white, it has 
a plain no-pattern surface 100% legible. Ask your 


printer, engraver or lithographer for sample test sheets. 


GILBERT SAFETY BOND 


THE LEGIBLE SAFETY 


GILBERT PAPER COMPANY, MENASHA, WISCONSIN 
Manufacturers of High Grade Bonds and Ledgers for Forty Years in a 
Modern Mill by Experienced Craftsmen Keyed to High Quality Production. 
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Upward Trends Increase 


R. F. C. Loans Increase Steel 
Production 


EPTEMBER improvement in _ steel 

production exceeded all expectations, 
the daily ingot rate of 37,502 tons as 
determined by the American Iron and 
Steel Institute indicating an operating rate 
of 17.3%, an increase of 3 points or 21144% 
over August and the highest since May, 
states the magazine Steel. 

Production of pig iron, as of steel, last 
month registered its first gain since 
February, the daily iron rate of 19,788 
tons being the highest since June and 
implying a blast furnace rate of 14%, a 
rise of 2 points or 16%. An increase of 
five in active stacks as of September 30, 
when 46 were in blast, was the first ex- 
pansion of capacity since February. 

Steel making operations in the week end- 
ed October 8 gained another point, to 19%, 
largely on the strength of expansion in 
the Chicago and _ eastern 
districts. 


Pennsylvania 


While such major consumers of iron and 
steel as the automotive and building in- 
dustries and the railroads are more active 
in the market, the rise in production con- 
tinues a very direct outcome of numerous 
small, well-diversified commitments. The 
tonnage order is the great exception, which 
not only is a promise of further improve- 
ment but also connotes that the markets 
have a broad base. 

R. F. C. loans are expected almost daily 
to provide mills over 30,000 tons, chiefly 
plates, for equipment construction and 
repair programs by the Pennsylvania, 
Reading, Baltimore and Ohio, and Central 
of New Jersey railroads. Chicago Great 
Western has a 
formal inquiry out 
for 500 cars, and 
may buy 10 loco- 


motives. Norfolk 
and Western is 


closing on 5,000 
kegs of spikes in 
addition to 5,000 
tons of rails. Over 
the next 60 days 


rails for 1934 de- 
livery will be 
placed. 

Structural _ steel 


business is more 
promising in in- 
quiry than in book- 
ings, which last 
week totaled 9,934 
tons. The Cleve- 
land postoffice, re- 
quiring 10,000 
tons, and the 
archives building 
at Washington, 
8,000 tons, are ma- 





the Belt. Line bridge at New Orleans and 
the Golden Gate bridge at San Francisco 
will add fully 140,000 tons to the award 
column shortly. 


Rand Urges 60-Day Payroll 


Increase 


EADING manufacturers of the coun- 
| Spas were urged by James H. Rand, 
Jr., chairman of the board of Remington 
Rand, Inc., ina statement made this week, 
to increase their payrolls for at least 60 
days as a means of boosting the public 
buying power so that the present upward 
trend might be turned into a 
vival. 

Mr. Rand announced that his own com- 
pany was increasing its payrolls 50% and 
expected to have its eight major plants on 
a four-day per week basis or better by 
October 1. He said that he had called 
more than 3,000 men and women back to 
work and that the company’s payrolls last 
week were 25% larger than for the pre- 
ceding week. 

The time has come for concerted action 
by all manufacturers to increase employ- 
ment and expand public buying power, if 
industry is to consolidate these gains into 
a real recovery, even if it means inereas- 
ing the inventory of finished goods, Mr. 
Rand declared. 

‘“We are proceeding on this basis be- 
cause we believe larger inventory of 


solid re- 


finished goods is sound investment at this 
time in view of available facts,’’ he con- 
tinued. 

‘*Many merchants will not buy ahead 
as long as their customers do not have 
jobs or money, and two years of idleness 





have sapped the savings of workers. Before 
they can buy again they must have money, 
and money can only come from payrolls. 

‘*T am urging that every Chamber of 
Commerce in the United States mobilize 
its member manufacturers so that they 
will reopen their factories and increase 
plant activities for at least 60 days to 
build up new inventories of finished goods 
with knowledge that their own sales will 
respond to such nation-wide increase in 
payrolls and buying power.’’ 


Buying Will Follow Period 
Of Thrift 


BUYING wave will supersede the pres- 
ent wave of thrift, the November 
number of Automotive Observations, pub- 
lished by the Commercial Credit Co., states. 
In automobiles alone the outlook is 
bright, the editor states, for there are 
8,000,000 cars moving rapidly toward the 
junk pile and furthermore every American 
wants a car more than any other utility. 
But he points out that the approaching 
buying wave will bring sound prosperity 
only if we take lessons from the past, 
avoid price-cutting orgies and think more 
in terms of general business welfare in- 
stead of individual advantage alone. 

‘*The future rests entirely with indus- 
try itself and the answer depends, first, on 
the extent to which the factories accept 
the retail problem as preponderantly their 
own and, second, on the breadth and 
vision of the dealer body in shouldering 
its proportion of the load. 

‘*When the factories and dealers both 
put mutual service ahead of individual 
advantage both will begin to prosper. 

‘*This, in fact, 
is our forecast con- 
cerning industry in 
general and in these 


United States. 
Conditions wil! 
change. Employ- 


ment will pick up. 
A buying wave will 
supersede the pres- 
ent wave of thrift. 
Sales volume will 
mount in all lines. 
But unless we have 
learned to turn 
sales into profits, a 
renewal of buying 
will only mean 
more work without 
more gain. If our 
sales of that era 
are bought at each 
other’s expense, as 
sales in so many 
lines are at this 
fatuous stage, we 


: will only succeed 
turing. Moderate The black silhouette represents the millions of dollars of failure liabilities each year per billion dollars of . Md h 
size bridges and national wealth. The panic of 1857 appears to have resulted in an amount of business wreakage altogether in speeding up the 
° buildi greater than anything of the sort that this country has experienced since that time. The number of failures treadmill without 
publie uildings was large, and the average of liabilities per failure was so er that it has never since that time been equalled . . 
are numerous. or even closely approached. Apparently the data for 1932 will lift the black area to about three and one- escaping from its 
half. This will be the highest record since the depression of the 90’s, but one exceeded in all the depressions limitati ” 
Formal award of up to that time, and in 14 of the 37 years from 1857 to 1894. imitations. 
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Milwaukee families 


bank at the FIRST WISCONSIN 


and three-fourths of the banks in Wisconsin are First Wisconsin 
correspondents. These facts attest the outstanding position of this 


bank in this state . . . . . Capital and Surplus 16 million dollars. 


FIRST WISCONSIN NATIONAL BANK 


OF MILWAUKEE e Unit of Wisconsin Bankshares Group 
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Depression Is A Good 
Teacher 


(Continued from page 656) 
several years of practical experience 
in a bank of considerable size. 
‘*Sinee you are out to find fault 
with our whole bank 
management, I suppose that you are 
strong for having banks audited by 
some one other than the bank ex- 
aminers or the employees of the 
bank,’’ snapped the commissioner. 


scheme of 


‘*You almost took the words out 
of my mouth,’’ I answered. ‘‘Since 
every corporation of any size con- 
siders it the right thing to have 
their books audited periodically by 
thoroughly competent auditors and 
the report published over the name 
of the auditor, then why shouldn’t 
a bank feel it even more important 
to do likewise? Every bank should 
publish in all advertising statements 
a certified report by a well-known 
firm of certified public accountants 
with the right kind of a reputation 
for turning out nothing but reliable 


statements. The name of the audit- 
ing firm should appear with the 
report. Then, if the auditor clas- 
sified the loans according to matur- 
ity, gave the present market value 
of all bonds and securities and 
showed separately the amount of 
money borrowed under a_ properly 
designated heading, such a_ bank 
report would have a real meaning 
to the people interested. ”’ 

Big changes in bank regulations 
are bound to come within the next 
few years. The publie will demand 
it. The good bankers will weleome 
it because banks that are run rightly 
are not held down by any govern- 
ment legislation that we have had 
or that we are likely to have. Our 
best bankers have always been much 
more conservative than any govern- 
ment regulation required them to be. 

As a result, the other kind of 
bankers will seek some other line of 
business which promises greater 
financial returns. Hence we will 
have fewer and better banks and we 
will all be better off because of it. 


THE BANKER’S CALENDAR 





EVENT 


Mid-Continent Trust Conference 
Nebraska Bankers Association 


New Jersey Bankers Association Fourth Annual | 


Trust Conference 





| DATE | PLACE 


Nov. 17-18 |Milwaukee, Wis. 
(Nov. 3-4 |Omaha 
| 


‘Nov. 17-18 ‘Paterson 
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Strength 


Service and 


Security 


THE NATIONAL 


Shawmut Bank 


OF BOSTON 
Capital and Surplus over $30,000,000 
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Our Directors Like To Direct 
(Continued from page 668) 
Wisconsin Bankers Association has 
made which has not made much 
headway in our county is the matter 
of a regional clearing house. This is 
a tough one to tackle but we hope it 

will come some time. 

Realizing that no bank is better 
than its brains, they have authorized 
payment for A. I. B. courses for em- 
ployees the past three years. When 
the earnings justify, they authorize 
installation of the best up-to-date 
equipment and are as liberal as pos- 
sible in their consideration of the 
pay roll. 

Always before the declaration of 
the semi-annual dividend, a house- 
cleaning is made of the loans and 
discounts and reserves are set up. 
The directors feel that they should 
know our losses and not leave them 
for the bank examiners to discover 
and they pride themselves on sort- 
ing out the chaff from the wheat, so 
that the commissioner won’t have to 
write such a long letter. 

One director advanced the idea 
that a depreciation reserve be set up 
and added to, the income from which 
would be large enough to take care 
of normal charge offs. That is theory 
in these days, but it is a noble 
thought and something to strive for. 
A member of the discount committee 
classified every loan on our books 
according to his own viewpoint. It 
was a valuable guide and a great 
source of satisfaction to liquidate a 
good portion of these which he placed 
in his loss column. 

Our directors do not make the 
semi-annual stockholders’ examina- 
tion. We have five men outside the 
board who do this, three of whom 
have been on the stockholders’ exam- 
ining committee for the past 15 
years. Our directors favor this 
method, not because they want to 
shirk any work, but they feel that it 
is a confidence builder in that the 
public knows that five more well- 
known representative men are famil- 
iar with the condition of the bank. 

If I were a depositor looking for 
a banking connection, I would choose 
a bank with a well-balanced board of 
directors, each member of sound 
judgment, each a successful man 
himself, none of whom were looking 
to the bank to further their own in- 
terests. I am extremely happy as a 
cashier to have my good friends, the 
directors, to look to for advice and 
guidance. 
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Our Men Address Meetings 


(Continued from page 674) 
there must be nothing in his talk 
that can be construed as advertising. 
Often, however, that which has no 
appearance of advertising is of the 
greatest value to the institution. 

Perhaps more than any other 
group, farmers appreciate having 
bankers attend their meetings and 
take part in their programs. The 
Farm Bureau, Grange, and Farmers 
Union all afford splendid contacts— 
and both farmer and banker are 
benefitted. The 4-H Club work and 
the activities of the Future Farmers 
of America are things that mean 
much to the community, and it is 
right and proper that the banker 
should welcome an opportunity to so 
voice his sentiments. 

The educational committee of a 
local Masonie Lodge asked the writer 
recently to make a talk in closed 
lodge on business conditions. After 
discussing the situation, he chose to 
have a talk on a Mason’s duty to his 
family and his country—emphasiz- 
ing the value of insurance and trust 
company conservation of estate as- 
sets. 

Trade organizations of merchants, 
plumbers, grain dealers, photog- 
raphers, commission men, publishers, 
doctors—go right down the list in 
the classified directory in the tele- 
phone book and include them all— 
there is a weleomed place on the pro- 
gram at their annual conventions for 
a banker who can tell them of gen- 
eral conditions and who can also tell 
them the things they ean do to make 
their business more attractive to their 
banker and their banker relation 
more valuable to themselves. He can 
explain the value of the credit file 
to them—as well as to the bank— 
and how this credit file can be made 
a valuable asset to the borrower. 

A talk was recently made by the 
writer to a group of photographers 
on economics—telling about recent 
comments on this and other depres- 
sions—the working of the Recon- 
struction Finance Corporation, and 
other factors at work in the revival 
of business. 

We have what amounts to almost 
a speaker’s bureau in our bank. At 
least ten officers and employees are 
called on frequently for talks. The 
Chamber of Commerce has come to 
rely on us for speakers for last- 
minute luncheon club engagements 
and speakers for ‘‘drives’’ and other 
civic activities. 
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HAT should 

a bank like 
yours say about itself 
in print? How should 
you say it? Where 
should you say it? 
How much should 
you spend on it? How 
can you control and 
check it so as to get 
better results for less 
money? 

These problems 
brought the Financial 
Advertisers Associa- 
tion into being. Their 
study has been our 
job since 1915. Suc- 
cessful methods of 
solving them have 
been reported to us 
constantly since 1915 
by our one thousand 
members. The pooled 
results of these seven- 
teen years of research 
have been digested, 


analyzed, and organized for daily bank use by 
Don Knowlton, Publicity Manager of the Union 
Trust Company, Cleveland. They are offered in 
one handsomely bound and richly illustrated 
volume, with a foreword by Francis H. Sisson: 


363 Specimen Advertisements 
A wealth of illustrations and a mass of adapt- 
able material, including 363 pieces of success- 
ful advertising copy for banks large and small 


the country over. 
A more complete, 


all-around time-saver, 


money-saver, thought-starter and method-indi- 
cator has never been offered the American 


banker. 


NO COST— 


NO OBLIGATION—If you use this coupon 





_ 


FINANCIAL ADVERTISERS ASSOCIATION 
231 S. La Salle St., Chicago 


Gentlemen: You may send us a copy of ADVERTISING FOR BANKS at $5 a copy. 
Unless we notify you to the contrary within 5 days, we will honor your invoice. 
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Advertising As A Credit Item 


The importance of bankers’ know]l- 
edge of advertising and selling meth- 
ods is emphasized in a recent issue 
of Advertising Age, from which the 
following is quoted: 

‘‘Nothing deadens promotion ef- 
fort and handicaps needed mer- 
chandising activity so much as 
banker-control which lacks appre- 
ciation of modern advertising and 
uses this type of activity as the prin- 
cipal method of reducing operating 
expenses. 

‘“‘The old-fashioned banker who 
did not believe in advertising for 
himself and refused to recommend 
it to his customers is passing out of 
the situation, but conservative bank- 
ing opinion does not always lay suffi- 
cient emphasis upon the vital part 
that advertising must play in the 
modern business enterprise which is 
dependent upon public good-will and 
support. 

‘‘The bank which is not aware of 
advertising as a business promotion 
activity, and which is not sympa- 
thetic with aggressive merchandis- 
ing policies, may frown on just the 
very thing which is needed to main- 
tain or increase prosperity, and some- 
times even to keep a business solvent. 

‘‘Furthermore, the bank which is 
lending money on financial state- 
ments only, and is not qualified to 
visualize the future success of a bor- 
rower, based on his current merchan- 
dising set-up, may be in a dangerous 
position. Conditions change rapidly 


from year to year; companies which 
are leaders one year may find them- 
selves on the toboggan the next, be- 
eause of failure rightly to diagnose 
the approach to some vital merchan- 
dising situation. Can the banker ad- 
vise properly and decide properly, if 
he lacks merchandising knowledge 
and counsel ?’’ 


Savings Temper Depressions 
(Continued from page 659) 
companies (those whose loans are 
limited to $300) show that the 
average emergency of the wage 
earner who borrows from them is 
between $200 and $300 and occurs 
every other year. Companies who 
ean make loans in excess of $300 
report an average loan of from one 
to two months’ salary. Borrowers 
are allowed 12 to 20 months in which 
to pay off their loans, which means 
that the man who has to borrow to 
meet unexpected or accumulated 
bills hardly gets through paying for 
one set of bills before he has to 

borrow for the next lot. 

All companies say that a large 
number of borrowers return again 
and again and that the same people, 
if taught to save early in life, would 
seldom become repeat borrowers. 

The ones who get help from the 
charity societies are generally those 
in the lower standard of living 
groups who earn so little they find 
it most difficult to save anything. 

In recent months, there have been 
so many demands on the charities 
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are a standard medium for short term investment. Based on 
highly liquid assets, thev provide a sound instrument for 
the temporary employment of surplus funds. GMAC obli- 
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denominations at current discount rates 


GENERAL MoTors 
ACCEPTANCE CORPORATION 


OFFICES IN 
Executive Office ~ 


PRINCIPAL 
BROADWAY at 57TH STREET ~ 


CITIES 
New York City 





CAPITAL AND SURPLUS 


- SEVENTY MILLION DOLLARS 








690 


that many of them have adopted a 
policy of refusing money aid to 
young people, because they have 
found that young people who receive 
aid from the organized charities will 
never exert themselves to take care 
of their own emergencies. Most of 
these young people can become self- 
supporting, if they are taught to save 
before they get the habit of borrow- 
ing or begging. 

If, then, the normal emergency 
which most wage earners have to 
meet amounts to two months’ salary, 
the amount which each person should 
accumulate and keep for an emer- 
gency fund would be two months’ 
salary plus an amount sufficient to 
take care of any period during which 
he might be unemployed. Just how 
much this should be, it is impossible 
to say at present, but various re- 
search organizations are working on 
the problem and perhaps in a few 
years there will be some definite in- 
formation available on this subject. 

If at any time the majority of 
wage earners have a fund of this 
type adequate to meet all emer- 
gencies, it will be of great benefit. 
not only to themselves but to the 
country as a whole. 

A small fund for each wage earner 
seems of little importance, but the 
sum of a great many small funds is 
sufficient to help stabilize business. 
Overspending in times of prosperity 
results in business depression, but 
wise spending, which reserves some- 
thing for the future, will provide 
purchasing power for those periods 
when income is decreased. 

Is it any wonder then that those 
bankers who have had the confidence 
of the people this last year feel more 
than ever their responsibility to 
teach wise spending and saving to 
all who come within their reach? 


Credit Tension Will Be Eased 


(Continued from page 665) 

hind this $100 in bonds must be, in 
the least favorable case, $285. And 
the Home Loan Bank has a first lien 
on that property as security behind 
the bond it issues. In addition, the 
borrowing institution gives the 
Home Loan Bank a note on all its 
assets at the time it makes a loan 
from the district bank. 

As further security behind the 
bonds, there is the provision that 
all of the assets of the 12 Home 
Loan Banks are liable for the repay- 
ment of the bondholders’ principal. 
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No pronouncement has yet been 
made by the board as to rates at 
which the bonds will be sold. But 
it should be borne in mind, in test- 
ing their desirability as an invest- 
ment for the trust and other bank 
departments, that both principal 
and interest of these bonds are ex- 
empt from federal, state and local 
taxes, except estate, inheritance, 
gift and surtaxes. 

Now, briefly, we will see what this 
system means to the country’s bank- 
ing structure as a whole. It is a 
leaning in the direction of the 
system adopted by most, European 
countries during years past and 
still used by them—namely the 
separation of long-term mortgage 
eredit from short-term commercial 
eredit. The Federal Home Loan 
Bank system allocates to home mort- | 
gages a special source of funds, and 
a special means of getting those 
funds. It does not, of course, pre- 
elude the use of other legalized | 
methods of home financing, if the | 
borrower wishes to use them. 

Our new Home Loan Bank system 
definitely loans long-time money in 
home financing. The President’s 
conference on home building and 
home ownership after nearly a year’s 
preparation definitely indorsed the 
long-time, installment payment, 
home-owner obligation as the most 
practical way to advance home 
ownership. 

Furthermore, the provision that 
such a long-term installment pay- 
ment loan will secure a loan up to 
60% of its value from the Home| 
Loan Bank, as opposed to the| 

; s 
maximum of 50% allowed ona short- | 
term mortgage is again a recognition | 
of the system’s preference for the | 
longer-time obligation. 

By making available more money 
for serving the home financing needs 
of the community, the Federal Home | 
Loan Banks will place upon their | 
shoulders more responsibilities. Our | 
commercial banks have a complete 
field of responsibilities in the mak- 
ing of commercial loans. Undue 
burdening with home mortgage 
financing has undoubtedly placed 
a great hardship on them. The new 
factor in our financial system should 
make it increasingly clear that com- | 
mercial and savings banks, insur- 
ance companies and building and | 
loan associations each have their} 
part in the community, and can| 
operate without interfering with | 
each other. 
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Canadian Power Has 
Prospects 


(Continued from page 652) 
States, concurrently with our in- 
dustrial growth. Even if we leave 
out of account the coming of this 
intensively industrial era, there is 
still every indication of growing 
markets. 

New uses for electricity are con- 
stantly appearing. The whole aim 
of mass production methods is to 
increase productivity through power. 
Improved lighting is constantly de- 
manded in the home, in offices, in 
factories, on the streets, and even on 
highways. The chemical and metal- 


lurgical plants are tending more and 
more to the use of electric furnaces. 
At present only 50% of the homes 


in Canada are wired for electricity. 


The immediate future of the 
power industry itself will undoubt- 
edly see a temporary halt in new 
construction, thus enabling it to 
solidify and consolidate its position, 
but with the vital backlog of an 
established domestic and commercial 
consumption, which, even under 
present conditions, is but nominally 
lower than that prevailing three 
years ago, the industry will be in 
the forefront when conditions more 
approaching normal again prevail. 








‘Send for this TEST TUBE of 
HAMMERMILL SAFETY PAPER 


Prepared for Bank Executives 


The usual method of showing Safety Paper is to prepare a small sample book 
with lithographed and printed checks. We have such sample books which we 


send to anyone who may request them. 


But we believe that bank executives should have al/ the information avail- 
able about our Safety Paper quality and be in a position to make their own 


critical searching tests. 


So we have prepared a Test Tube of Hammermill Safety Paper with no 
pretty printed samples but with full size sheets of Hammermill Safety Paper 
out of stock, just as they would be delivered to your lithographer. 


There is a sheet of each color and on each sheet printed directions for mak- 
ing the most practical searching tests of Safety Paper quality. These sheets are 
not for ornament or show. They are to be torn, and folded, tested with acid, 
scraped with knives and erased. Put them through every ordeal you choose and 
you are to judge the quality of Hammermill Safety Paper from your own tests. 


Hammermill Safety Paper is made from pulp to finished sensitized sheet in 


one mill. 


We know that it is superior in quality. We want every bank official to 
prove this to his own satisfaction. We invite you to test Hammermill Safety 
Paper and will send the Test Tube on request. 


HAMMERMILL PAPER COMPANY, 


ERIE, PENNSYLVANIA 


=== “TEST TUBE” SAMPLES OF HAMMERMILL SAFETY PAPER ==0m 


= “TEST TUBE” SAMPLES OF WAMMERMILL SAFETY PAPER. al 
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Trusts Maintain Earnings 
(Continued from page 654) 
This was in 1,856 banks. 

Since the total net profit of 6,805 
national banks was but $52,541,000, 
it is obvious that the trust depart- 
ments of 1,856 banks furnished 19% 
of the net profits of 6,805 banks. 
To express it another way, 1,856 
banks averaged $6,905 net from 
their trust departments while 6,805 
banks averaged $6,250 net, exclusive 
of trust earnings. 

On the subject of trust advertis- 
ing, the comptroller reports: aver- 
age spent by all banks, $838, which 
is 5.8% of their gross trust earnings ; 
average for banks over $500,000 
capital, $2,687 ; average for banks in 
cities over 50,000 population, $2,200. 
It would be interesting to be able 
to compare trust department growth 
and profits in those banks which are 
far above and far below these 
averages. 

It is known that in 1930 all na- 
tional banks made 17.25% of gross 
for net. It is known that in 1931 
their net was only 4% of gross. 
There is no published evidence to 
contradict the A. B. A. committee’s 
conclusion that trust departments 
average 3714% of gross for net. 

Therefore, in a fairly average 
year like that ending in June, 1930, 
the trust department has twice the 
net profit earning capacity of the 
rest of the bank. In a bad year like 
that ending in June, 1931, the trust 
department has nine times the net 
profit capacity of the commercial 
banking departments. The trust de- 
partment should be promoted at all 
times in proportion to its ability to 
earn at all times. 

‘‘Hold everything,’’ I am told. 
‘*You have taken unfair advantage 
of commercial banking in an unpre- 
cedented depression and used 1930 
figures to estimate trust net profits.’’ 

Not at all, Mr. President. Your 
trust department has always had 
possibilities just as I have represent- 
ed them, but to you it may have 
been a despised stepchild back in 
the extra-dividend period of bank- 
ing. It has proved that its profits 
will increase steadily regardless of 
general business conditions. It is 
depression-proof. In fact, I have 
given the commercial departments 
quite the best of the argument here. 
I might have used the latest figures 
from the Trust Section of the Ameri- 
ean Bankers Association. Here they 
are: 
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A group of typical trust depart- 
ments selected for detailed examina- 
tion, and reported on this year, 
showed an average of 4514% of 
gross earnings for net instead of the 
37144% I have used. And the two 
smallest ones of this group in point 
of gross earnings spent 6% of their 
gross for promotion of more of the 
same kind of business yet showed 
50% plus for net. Where there is a 
will (and a will to get the business) 
there will be corporate administra- 
tion with mutual profit to benefici- 
aries and to the executor-trustee. 

A national advertising organiza- 
tion which had been invited to hold 
its annual convention in Pittsburgh 
sent an officer to investigate the 
facilities and attractions of that city. 
He made a formal talk at a luncheon 
meeting. In the afternoon he was 
taken on an inspection tour which in- 
cluded the too-little-known Schenley 
Farms district with its University of 
Pittsburgh and great Cathedral of 
Learning, Carnegie Institute of 
Technology, Mellon Institute, Car- 
negie Museum, Shrine Temple, hotels 
and athletic stadia. At dinner that 
evening, he was eloquent in his 
praise of the civie center until seem- 
ingly at a loss for adjectives, he 
ejaculated, ‘‘My gawd, gentlemen, 
how St. Louis would tell the world, 
if they had that.’’ His home was 
in Chieago. 

So I conclude with this ejacula- 
tion to bankers everywhere, ‘‘ My 
gawd, gentlemen, how Walter P. 
Chrysler or George Washington Hill 
or Howard Heinz or Daniel Willard 
or Owen D. Young would tell the 
world, if their companies had a 
product or service of such depres- 
sion-defying qualities as the service 
of your trust departments.”’ 


We Advertise To Skeptics 


(Continued from page 660) 
stand it? 

The men and women who persis- 
tently criticise banks for their 
cautiousness in making loans honest- 
ly believe their criticisms are fair. 
Therefore, we have felt in our bank 
that they deserved a frank answer 
to each of their questions, and this 
in essence has been the backbone of 
our advertising. 

Our viewpoint is this: We did not 
establish our credit policies arbi- 
trarily. We have good solid judg- 
ment on which every one of them is 
based—judgment it took us years to 


develop and for which we oceasion- 
ally paid good money. 

Many banks, like the First Na- 
tional Bank of Tampa, have pursued 
a careful policy in all undertakings, 
consistently and persistently through 
boom times and bad times. But what 
of it? The general publie’s psychol- 
ogy has been definitely prejudiced. 
And there are many who feel that 
a bank should pay out its money ane 
not be fussy about it. Loans are te 
be given freely and without mueci 
regard to anything else, apparently. 

Under ordinary circumstances, 
bank advertising is dignified and 
polite in tone. But what about a 





his Bank 


situation in which the public has 
become skeptical, ‘‘hard-boiled,’’ and 
eynical in the face of a series of 
failures? What are the good, old, 
substantial banks to do then? 

Considerable change in the atti- 
tude of the people has already been 
noticed. They are being made to 
realize that the bank will do every- 
thing it possibly ean to serve its 
customers, but only within the prac- 
tices of sound banking. 

After all, our customers are not 
fools. They know we are in business 
to make money; that our first job 
is to protect our depositors; that we 


(Continued on page 694) 





Is Prepared! 


Last May a well-known bank—in anticipation 
of business revival—engaged us to conduct a 
sales training program for its personnel. 


Results were immediate. 


Officers 


noted an improved spirit among 


the employees. 


Customers re- 


ported better service. The bank’s 
usual inflow of new business was 
more than doubled. 


We have now established for this bank a 
Permanent Business Development Department. 
The officers are reinforced by a selected corps 
of sales-trained employees. 


They are prepared to take full advantage 
of the present day opportunities. 


Ask us to send you, without obligation, the 


name of this bank. 


Its experiences—in 1932 


—may help you in determining your own 


new business policies. 


T. HARRIS SMITH ASSOCIATES, INC. 


231 So. LaSalle Street 
CHICAGO 


123 Seo. Broad Street 
PHILADELPHIA 
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We Advertise To Skeptics 


(Continued from page 693) 

are loyal to our city and our friends, 
and will do anything we can within 
reason to advance their interests. 

We told the public what we con- 
sidered the right way to run a bank; 
what we would do for customers and 
what we wouldn’t do. We did not 
coax or flatter, because we have too 
much respect for the shrewdness of 
our local public for that. We wrote 
just as we would have talked to any 
of them in person. 

You can see from the advertising 
reproduced how blunt our copy was. 




















London Paris’ Brussels 


Condensed Statement, September 30, 1932 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, 
and due from Banks and Bankers...... $ 203,355,932.39 
U. S. Government Bonds and Certificates. . 


Surplus Fund .......... 
Undivided Profits ...... 











Foreign Bills 


Outstanding Checks .... 
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GUARANTY TRUST COMPANY 


OF New York 
140 Broadway 


Liverpool 


Public Securities ............. 
Stock of the Federal Reserve Bank 
re er ee ee errs 
Loans and Bills Purchased 


Real Estate Bonds and Mortgages 
Items in Transit with Foreign Branches... 
Credits Granted on Acceptances 
Bank Buildings .............. 


Accrued Interest and Accounts Receivable. 


LIABILITIES 


eT ee ee $ 90,000,000.00 
170,000,000.00 
10,830,233.44 


Accrued Interest, Miscellaneous Accounts 
Payable, Reserve for Taxes, etc 
DIE: Nuss ouionmcha seduced és sue 


Liability as Endorser on Acceptances and 


a Oe $976,925,986.09 
25,101,156.52 


Did it offend people? No. We were 
prepared to have some unfavorable 
reactions, believing that the amount 
of good accomplished would more 
than counterbalance the negative 
side. But we found little or nothing 
to counterbalance. 

Considerable change in the atti- 
tude of the people has already been 
noticed. They are being made to 
realize that the bank will do every- 
thing it possibly can to serve its 
customers, but only within the prac- 
tices of sound banking. 

Naturally, I cannot prophesy the 
effect of such a campaign in other 
communities. But this I do know: In 


Havre Antwerp 


464,819,497.64 
56,245,057.46 
7,800,000.00 
24,693,165.03 
495,152,411.74 
2,045,662.43 
4,004,603.43 
74,593,820.45 
14,381,404.79 
7,894,864.18 


$ 1,354,986,419.54 





$ 270,830,233.44 


6,983,374.04 
74,593,820.45 


551,849.00 


1,002,027,142.61 
$ 1,354,986,419.54 


the future, when we see the begin- 
ning of any misunderstanding of 
banking matters in Tampa, we shall 
present our viewpoint frankly in the 
newspapers. 

We are no longer hesitant about 
talking outspokenly to our public. 


How To Control Bank Costs 


(Continued from page 676) 

per month, or $895.20 per year. This 
represents, with general administra- 
tive expense added, slightly over 10¢ 
per account per year. Each account 
in the active ledgers is chargeable 
with 10¢ per year to cover main- 
tenance expenses. 


A Form Of Analysis For 
Savings Accounts 


Following is a suggested form of 
analysis to be applied to an account 
under five years old, having, say, 
five deposits and no withdrawals 
during the year: 











Average balance....... $50 
Less reserve 4%....... 2 
os reer errr rs $48 
ff eg YY, err ere $2.54 
Expense: 
Interest paid @ 3%. .$1.50 
Activity (5 deposits 
ee seeswues 62 
Maintenance and open- 
ing cost amortiza- 
WE 6c6646as6s00s .20 
Conversion cost ..... 24 2.56 
eT ee er ne re re eee $ .02 


It is not anticipated that any 
bank will make a practice of analyz- 
ing individual savings accounts and 
this form of analysis has not been 
developed for that purpose. Its 
mission, rather, is to suggest a means 
of testing accounts of certain classes 
so that standards of performance 
may be derived and savings division 
policies formulated with some def- 
inite understanding of the cost 
element present in savings transac- 
tions. Like many small items of 
bank expense, the expense to the 
bank resulting from the carrying of 
a petty savings account receives 
secant attention but when the annual 
loss per account is multiplied by 
several thousand, the small active 
savings account shows itself to be 
one of the major bank evils and it 
deserves attention in every bank. 


Applying Costs 


To show the effect of certain cost 
factors when applied to savings de- 
posits, consider the following ex- 
amples : 
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Average balance ....$10.00 
BOGE? TESS Gc vedisviecs 40 
Se ED a khw needa $ 9.60 
. £2 aie, . Serer rrr $ 51 
Expense : 
Interest paid ........ $ .30 
DE. 655485. 48 bi5 .00 
Maintenance and open- 
ing cost amortiza- 
Serer Pere .20 
Conversion cost...... .04 54 
Be MD Leecccesapesswteaswene rere e 


Consider that one deposit and one 
withdrawal per month oceurs, then 
the analysis is as follows: 





Average balance ....$10.00 
eee 40 
Te Gs sv dedene $ 9.60 
Income @ 5 3/10%............ — 
Expense : ‘ 
Interest paid .......$ .30 
Activity (12 dep. @ 
$.125 — 12 with- 


drawals @ $.165). 3.48 
Maintenance etc. ° 
Conversion cost ..... 04 4.02 





BOO WE cccceeicces 


Consider an $8 inactive account 
upon which no interest is paid: 








Average balance . - $8.00 
Ee08s MGUUEVO ccccsccsess 32 
Net funds .........$7.68 
meee GE DPB vk oiiccnxcicvcivale 
Expense : 
Interest paid ....... .00 
BE... ave ven wédes .00 
Maintenance ....... 20 
Conversion cost ..... 04 24 
WOR GOOD: oid cc enienscekiscasetendees $ .17 


The savings division, decidedly, is 
not the place for unnecessary ac- 
tivity—there is no point in the bank 
at which activity is more costly. 

Banks that have not made a par- 
ticular study of their savings busi- 
ness can profit from such a study, 
provided, of course, that action is 
taken where results are found to be 
unsatisfactory. As the first step in 
such a study, a classification of ac- 
counts is suggested. 

Figure 27 is a suggested form for 
execution. Note particularly the 
iwo classifications ‘‘spending’’ and 
‘*futile.”’ The majority of the divi- 
sion’s activity arises from accounts 
included in those two classifications. 


We Improved Our Credit 
(Continued from page 657) 
the moving of the motor. The 
problem was solved by a chain drive 
which cost less than $1,000. This 
was cheaper than the renewal of the 
gears and removal of the motor, and 
has saved the former maintenance 
eost of about $1,200 per year. 

This, of course, was a very unusual 
condition, and could be _ traced 
directly to poor design originally. 
Nevertheless, the maintenance cost 
was there and had to be paid 


order to keep the machinery run- 
ning. This incident emphasizes the 
need for good engineering and 
proper application which will over- 
come the many chronic diseases 
found in nearly every plant. 

The program of modernization in 
this plant also included the re-loca- 
tion of their press department, con- 
sisting of nearly 100 steam heated 
presses. The heat from these presses 
caused an excessively high tempera- 
ture in the press room, and would 
have made necessary an elaborate 
system of ventilation, costing nearly 
$3,000 if they had not discovered 
a simpler and cheaper means of cor- 
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recting the condition. By insulating 
all presses with asbestos costing only 
$2,800, the room temperature was 
made comfortable, thus eliminating 
the need for a ventilating system, 
and in addition made an annual sav- 
ing of about $2,000 in steam con- 
sumption. 


Installation of modern mold 
equipment to replace obsolete tube 
making machinery in their inner 
tube department resulted in making 
a 60% saving of floor space, while 
the labor saving brought about by 
this change will pay for the entire 
investment in three years. 


(Continued on page 696) 


Cameras and Clothing 
Rochester, New York 


f= 


Hosiery 
Reading, Pennsylvania 





Fire Apporatus 
Elmira, New York 


Cameras and candy, clothing and shoes, 
electrical machinery and locomotives— 


these products represent only a few of the 


tron and Steel 
Johnstown, Pa. 


285 industries served by the Associated 


System. 


Geographical areas served are as varied 


as the industries they contain. Twenty- 
six states and more than 3,000 communi- 


ties are numbered. 


If business is dull in some areas, the 
Associated System has others upon which 


Glass Bottles 
Terre Haute, Indiana 


ee 


Boots and Shoes 
Binghamton, N. ¥ 


to rely. If all industry averages below nor- 
mal, there are 1,189,466 domestic custom- 
ers whose use of electric and gas services 


continues. Associated homes used 6.8% 
more electricity in 1931 than in 1930, and 
6.4% more during the first half of 1932 
than during the same period last year. 


Washing Machines 
Bloomington, Ill. 


~ 


miaiesy 


Ship Building 
Staten Island, N. Y. C. 


For information about facilities, service, rates, write 


ASSOCIATED GAS & 


ELECTRIC SYSTEM 


New York City 


61 Broadway 





Gas Stoves 
Portsmouth, Ohio 
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We Improved Our Credit 


(Continued from page 695) 


In one of their sand _ blasting 
rooms, the exhaust fan and motor 
were so located that the motor and 
fan bearings had to be changed 
every few months, and the blades 
of the fan replaced every six months 
due to the wearing action of the 
sand. Moving the motor to the floor 
above, driving the fan by belt and 
covering the fan blades with rubber 
have eliminated this trouble, and 
pays for the cost of this investment 
every three months. 


The hose department of this 


factory is located on the fifth floor. 
The moving of long lengths of large 
hose to the shipping department 
formerly required an hour’s time of 
eight men, inasmuch as the hose 
had to be moved down the elevator 
shaft and through the building. A 
chute was built from the fifth floor 
to an alley which leads directly to 
the shipping room. By cutting a 
few openings in walls, it is now 
possible for four men to move a 
length of hose to the shipping room 
in 15 minutes. These changes cost 
$1,200 and will pay for themselves 
in two years. 


They have, installed a modern 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth~ St. Charles 
St. Louis 


Statement of Condition, September 30, 1932 


RESOURCES 


Cash and Due from Banks 


U. S. Liberty and Treasury Bonds . 


- « $28,568,104.34 


20,564,542.14 


U. S. Treasury Notes and Certificates of 


Indebtedness 


Other Bonds and Securities . 
Demand Loans 


Time Loans . 


Stock in Federal Reserve Bank 
Real Estate (Company’s Building) 
Safe Deposit Vaults : 
Other Real Estate . 

Overdrafts 


Customers’ Liability on Letters of Credit . 


2,0235,585.94 $ 51,156,252.42 


$26,098,441.19 
. 18,132,450.18 
. 16,116,105.76 


60,546,997 .15 


450,000.00 
2,600,000.00 
700,000.00 
1,800,000.00 
3,519.62 
172,463.25 


$117,229,212.42 


LIABILITIES 


Capital Stock . 
Surplus. . 
Undiv ided Profits 


Reserves for Interest, Taxes, etc... 


Unpaid Dividends . 


Bank’s Liability Account Letters of Credit 


Deposits, U. S. Government . 
Deposits, Time . . 
Deposits, Demand . 


$ 10,000,000.00 
5,000,000.00 
1,058, 176.46 
963,214.89 
5,305.25 

ct 172,463.25 
$ 1,240,795.04 

. 30,105,496.82 
. 68,683,760.71 100,030,052.57 


$117,229,212.42 


Member Federal Reserve System 
United States Government Depository 


**“LARGE ENOUGH TO SERVE ANY cs STRONG ENOUGH TO PROTECT ALL” 
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oiling and greasing system at a cost 
of about $2,000 which already has 
allowed them to dispense with the 
services of two oilers, thus saving 
in labor alone nearly $3,500 per 
year. 

Changes in equipment in their 
boiler room have been made and 
several small conveyors have been 
installed. All of these have paid for 
themselves in less than one year. 

Many other improvements have 
also been made, but these given are 
representative. They prove that the 
eredit standings of many manufae- 
turers can be improved, often at 
slight cost. Important savings 
usually can be made by tackling the 
smaller equipment, which is fre- 
quently neglected in a large plant. 


Personal Loans A Specialty 

(Continued from page 673) é 
will not add a very great total to 
the figures of the institution. 

Still, it cannot be said that there 
are no valuable indirect profits from 
small loans. The name of a bank 
is carried widely by small borrowers. 
The bank which makes loans to men 
and women of medium income ap- 
pears as a democratic institution to 
this very group. Good will cannot 
be purchased. It can be developed 
among many small borrowers, who 
have never before had a connection 
with a bank. However, this type of 
borrower who is so ready to develop 
loyalty, can also oceasionally develop 
a ease of ill-will, especially if the 
bank does not afford him as liberal 
a line of eredit as he feels he should 
have. 

This is one of the draw-backs to 
the banker’s program of educating 
the small borrower. The man or 
woman who has reached mature 
years is frequently set in his or her 
ways of over-spending or at least 
of not saving. A bank in making 
personal loans has one great objee- 
tive: To make sound, self-liquidat- 
ing loans. Although personal loans 
pay-off monthly, very few borrowers 
ean be helped entirely out of debt, 
even with the amazing resourceful- 
ness of the average borrower, with 
one loan. Almost always a series of 
advances and add-ons are necessary 
to bring a borrower entirely out into 
the clearing of debt-free existence. 
The banker who proposes to educate 
small borrowers, must remember he 
is beginning a program requiring a 
long time to culminate. 

Again, we must notice that the 
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banker’s field of personal credit is 
confined almost entirely to the mak- 
ing of endorsed notes, because these 
loans are the most easily made and 
collected. In this matter of colleet- 
ing endorsed notes, a certain number 
must be paid by guarantors. 


In a few eases, endorsers willingly 
pay their share of a note when the 
principal has lost his job or is, for 
other reasons, unable to pay. But 
usually when endorsers are called 
upon for payment, considerable 
difficulty is encountered in enforcing 
collection. This is not only an ex- 
pense and annoyance to the bank, 
but is a source of irritation to the 
endorsers, who in no small number 
of instances are valuable customers. 

In black and white, no one should 
guarantee a note and feel peevish 
about having to pay it. This is 
simple to write, but in actual opera- 
tion, many incidents take place to 
ereate the peevishness and in some 
instances cause a loss of good ae- 
counts. 

Others wish to use the bank as a 
collection agency. They are usually 
merchants who send their customers 
to the bank and agree to give them 
a discount, if the bank will make 
the loan. Frequently, the merchant 
endorses this kind of note, which is 
slow and causes the bank collection 
expense before the merchant is 
finally asked to take it up. In this 
event, neither the merchant nor the 
bank is satisfied. 

The field of endorsed notes is 
limited, must be handled with kid 
gloves, almost requires membership 
in a credit bureau, must be handled 
at higher rates than the average 
banker realizes. Chattel loans are 
even more difficult to handle and, 
upon close investigation, cannot be 
made at less than the standard per- 
sonal finance charges of 214% to 
314% per month on unpaid balances, 
now established in 25 states. Even 
if the bank could profitably handle 
small loans repaid in monthly in- 
stallments, properly secured by 
marketable assets, the average family 
has no such assets to offer. 

About 20% of our families are in 
the high income class. Banks can 
afford to handle small loans from 
these families on bankable security 
as an accommodation, but it is im- 
probable that they can at the same 
time install a retail counter for the 
much larger percentage who are not 
on an income, or at least not on a 
large one. 
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After due consideration, if the 
commercial banker feels that the 
average family should be financially 
educated, should he not begin to 
impose his teachings of sound credit 
methods upon the merchant? Is it 
not more or less illogical for the 
banker to attempt to educate bor- 
rowers on his side of the fence while 
the facilities of many retail mer- 
chants are much better to earry out 
this same policy ? Cannot the banker 
accomplish much more directly and 
indirectly by continuing to whole- 
sale money to purveyors and by so 
guiding these merchants that they 
will, in turn, safeguard and protect 


the small buyer and borrower, as 
they are now doing? But above all, 
is not personal finance entirely out- 
side of the scope of commercial bank- 
ing as conceived and developed 
throughout our nation ? 

Personal credit, in all its branches, 
is a highly technical business. Cor- 
porate organizations are handling it 
successfully. The commercial bank 
ean accomplish much sinee it has 
now taken a look into the field, but 
its greatest accomplishment lies, not 
in direct participation in the making 
of loans, but in careful guidance and 
aid to those agencies specializing in 
the field. 








IN America’s 
INDUSTRIAL 





CENTER 


HEN corporations and individuals 
move from your city to the Newark 
territory, give them a letter of intro- 
duction to New Jersey’s largest bank. 


FIDELITY UNION 
TRUST COMPANY 


Member Federal Reserve System ° 


NEWARK, NEW JERSEY 
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Clayton, Missouri, Has 
Three Banks 


It is distressing to the Editor to 
discover such a mistake as occurred 
in the October issue of THE BANKERS 
MontTHuy. On page 588 was pub- 
lished a list of towns of 1,000 popu- 
lation or more without banks. In 
some way or another, the statistician 
who prepared this list included 
Clayton, Missouri, as having no 
banks. Clayton has three banks, The 
First National Bank of Clayton, 
The Clayton National Bank, and 
The St. Louis County Bank. There 
is also The Trust Company of St. 
Louis County. 














CORPORATE 


TRUST SHARES 


(MODIFIED) 


An Example 
Of Strong Sponsorship 


When holders of more than 
15,000,000 Corporate Trust 
Shares were granted an 
option to modify their 
shares—without charge— 
so that non-dividend paying 
stocks need not be elimi- 
nated from the portfolio; 


When the cost of this modi- 
is considered— 
mailing modification notices 
to all of the holders was 


fication 


only one part of the expense; 


And when no part of this 
cost was paid by the in- 
vestor: 


pins a that is a recent 
example of what we mean 
by strong sponsorship. 


This is a fixed investment trust 
sponsored by 


ADMINISTRATIVE AND RESEARCH 
CORPORATION 


120 Wall Street New York 
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The Bankers’ Librarian 


The seasoned life of man is preserved and stored up in books.—Milton. 


Bank Management Of 
Decedents’ Estates 


By John Edson Brady. Pub- 
lished by Brady Publishing Co., 
Cambridge, Mass. Cloth. 416 
pages. 

During the last few years the volume 
of personal trust business, particularly 
the appointment of the banking institution 
or trust company as trustee under life 
insurance trust agreements and as executor 
and trustee under wills, has shown a 
phenomenal increase. The appointment of 
corporate trustees in such fiduciary 
capacities has become more prevalent be- 
cause, by reason of their experience in 
fiduciary work and their well organized 
trust facilities, they are able to conduct 
the affairs of an estate with greater 
efficiency and safety than is ordinarily to 
be expected of the individual fiduciary. 

While the administration of decedents’ 
estates is largely a matter of routine 
because the fiduciary is guided by the 
statutes of each state in the matter of 
probating the will, collecting the assets of 
the estate, paying claims, debts and 
legacies and filing the final accounting, 
there are certain fundamental principles 
governing the administration of trust 
estates which apply to all fiduciaries in 
every state. The most important of these 
have to do with the investment and con- 
servation of the funds of the estate. 

The violation of these principles may 
lead to personal liability. The court 
reports are full of instances in which a 
corporate or individual trustee or executor 
has not only been deprived of the com- 
mission which the law allows by way of 
compensation but, in addition, has been 
surcharged with a _ substantial sum, in 
favor of the estate, representing, in most 
eases, a loss to the estate in the handling 
of estate funds. 

A fiduciary, who fails to sell the sub- 
scription rights on shares of stock belong- 
ing to the estate, will be liable for the 
loss sustained by the estate by reason of 
his neglect. In a New York case it was 
held that the administratrix of an estate 
was liable in a case of this kind even 
though she had acted upon the advice of 
her attorney and in ignorance of the value 
of the subscription rights. This is one of 
many examples of possibilities of liability 
which the fiduciary must face, and which 
are discussed thoroughly in this book. 

This material was published in the form 
of articles pertaining to the various duties 
and liabilities of the fiduciary as brought 
out by decisions handed down by courts, 
and now John Edson Brady has assembled 
the very valuable information contained in 
such articles together with a veritable mine 
of other information on the management 
of estates into a most interesting, instruce- 
tive and accessible handbook for the use 
of attorneys, corporate fiduciaries and 
individual fiduciaries. The book recom- 
mends itself especially to any fiduciary 
upon being appointed as executor or trustee 





of an estate. It is to be remembered that 
‘“the advice of an attorney will not relieve 
an executor from the duty of active 
vigilance in the management of the estate 
left by his decedent, for he is bound to 
know his duty in that regard.’’ Any 
attorney acting in an advisory capacity 
to an individual fiduciary would be wise 
in recommending the purchase and study of 
this handbook before commencing the 
execution of his duties as fiduciary. Trust 
new business executives would do well in 
requiring their staff to study this book 
thoroughly, for it will give them the best 
comprehension of the work and pitfalls 
which the administrative division of their 
institution encounters in the handling of 
the estates brought into the institution 
through their efforts. 

The book is divided into chapters cover- 
ing in sequence the duties of the executor 
or trustee from the date of the death of 
the testator to the date of the final ac- 
eounting by such fiduciary. The chapters 
of greatest importance are those covering 
the collection of assets of the estate, the 
continuing of the decedent’s business and 
the deposit and investment of estate funds. 

‘‘Bank Management of Decedents’ 
Estates’’ is easily the best volume of its 
kind now available. It is bound to be 
paid the well-deserved compliment of wide 
and profitable use as guidebook for 
fiduciaries and as a reference for attorneys 
and fiduciaries and others interested in 
the subject of management of decedents’ 
estates. It is a volume which should be 
included in the library of every banking 
institution which offers trust services to 
its customers, 


Short Selling—For And Against 


By Richard Whitney and 
William R. Perkins. Published 
by D. Appleton and Company, 
New York and London. Cloth, 
181 pages, $1.25. 

In this book are assembled documents 
which are fundamental to an _ under- 
standing of the controversy over short 
selling on stock exchanges and its effect 
on price movements and business condi- 
tions. 

Mr. Richard Whitney, President of the 
New York Stock Exchange, defends the 
practice of short selling under suitable 
restrictions as a necessary part of our 
financial mechanism. Mr. William R. 
Perkins, an eminent attorney of New 
York City and the foremost critic of short 
selling, attacks the practice of short 
selling as an economic evil of far-reach- 
ing effects. 

A series of statements by the foremost 
representatives of the opposing points of 
view have been assembled in this book. 
They clearly present the case for and 
against short selling and will be of in- 
terest to every banker. In addition the 
book contains the text of the La Guardia 
Bill, H. R. 4. 
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WHO'S WHO IN BANKING NEWS 


Dawes And Clarke Head New 


City National Bank 





CHARLES G. DAWES 


HICAGO has a new national bank with 
Charles G. Dawes as chairman and 
Philip R. Clarke as president. 

Chieago’s new bank is the City National 
Bank and Trust Co. of Chicago. It is an 
entirely independent institution, organized 
to give individuals and firms complete 
banking service, and specializing in com- 
mercial, savings, checking-savings, and 
trust service. 

The new bank opened for business 
October 7 with paid in capitalization of 
$4,000,000 and a surplus of $1,000,000, 
provided by a syndicate formed for that 
purpose. 

The new bank assumed all of the de- 
posit liabilities of Central Republic Bank 
and Trust Co. Those depositors who were 
customers of the latter bank are being 
served by the new bank in the quarters 
occupied by Central Republic Bank and 
Trust Co., at 208 South La Salle Street. 

Administration of activities of the bank 
will be supervised by the following board 
of directors, including Charles G. Dawes, 
chairman, and Philip 
R. Clarke, president, 
and containing quite 
a number of busi- 
ness and civic leaders 
not associated with 
Central Republic 
Bank and Trust Co. 

Donald 8S. Boyn- 
ton, Pickands, 
Mather & Company; 
Henry M. Dawes, 
President, The Pure 
PHILIP R. CLARKE i) (o.; Charles 8. 


Dewey, Vice Presi- 
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dent, Colgate-Palmolive-Peet Co.; George 
B. Dryden, President, Dryden Rubber Co.; 
George F. Getz, Chairman of the Board, 
Globe Coal Co.; John Goodridge, Willing 
Estate; Charles B. Goodspeed, Manufac- 
turer; Harry B. Hurd, Messrs. Pam & 
Hurd; James S. Kemper, President, Lum- 
bermen’s Mutual Casualty Co.; Frank 
Knox, Publisher, Chicago Daily News; 
Theodore W. Robinson, Manufacturer; 
Elisha Walker, Capitalist; Rawleigh 
Warner, Vice President & Treasurer, The 
Pure Oil Co.; Robert E. Wood, President, 
Sears, Roebuck & Co. 

Chicago bankers feel that the new bank, 
with its position of extreme liquidity, 
launches forth under unusually favorable 
conditions and at a time when indications 
point to improvement in general business 
conditions. 


Central Republic Bank and Trust Co. 
withdrew from the strictly banking phases 
of its operations by the transfer of all of 
its deposits. 


The readjustment of the affairs of 
Central Republie was dictated by sound 
business principles. The nation wide decline 
in bank deposits which reached a peak last 
June, resulted in heavy withdrawals from 
Central Republic, so that it was necessary 
to borrow a substantial sum of money. 
While this restored the favorable cash 
position of the bank, it imposed a severe 
burden in the form of interest on the 
money borrowed. 


Drastic reductions had been made in 
overhead and salaries but the shrinkage in 
earning assets due to declining deposits 
was making it increasingly difficult to 





meet fixed rental obligations and other 
charges. When the cost of borrowed money 
was added to the other operating expense, 
the continuation of Central Republic Bank 
and Trust Co. without some plan of re- 
adjustment could only have the effect of 
a steady impairment of its assets. 

The problem of how to remedy this un- 
economic condition has for the past two 
months had the constant attention of 
Central’s board of directors. Every effort 
was made to devise a plan that would 
retain intact the business of the bank. A 
eareful analysis, however, of all of the 
factors involved and particularly the high 
fixed rental charges, made it apparent that 
continued operating losses were inescap- 
able and could only result ultimately in 
foreed liquidation. This would have 
meant a sacrifice of the bank’s assets. 

Therefore it was finally concluded that 
the Central Republic Bank and Trust Co. 
eould only be enabled to remain in exist- 
ence by divesting itself of its deposits and 
having them assumed by an outside and 
distinet institution. 

In the process Central Republic was 
able to adjust many of its heavy fixed 
charges on a more reasonable basis. By 
thus permitting the continuation of opera- 
tion there is opportunity for realization of 
its assets to be made carefully during a 
prospective period of business recovery. 

City National Bank will take over only 
the commercial, savings, and checking-sav- 
ings departments of the Central Republic 
Bank. The latter will continue with its 
present trust and real estate loan depart- 
ments. Its investment affiliate, Central 
Republic Co., will also continue as in the 
past. 

The most important changes in adminis- 
trative personnel occurring in Central 
Republie were the resignation of General 
Dawes as chairman of the board and Philip 
R. Clarke as president. The directors 
elected Joseph E. Otis to fill both of these 
vacancies. 


WILLARD W. WILSON was named a trust 
officer of the Cleveland Trust Co., by 
action of the board of directors of the 
bank on October 9. He was for five years 
trust officer of the Midland bank, recently 
merged with the larger institution. 


CHARLES H. SaBin, chairman of the 
board of the Guaranty Trust Co. of New 
York, has announced that Arthur C. Dor- 
ranee has been elected a director of the 
Company. Mr. Dorrance is president of the 
Campbell Soup Co., of the Franco-Ameri- 
ean Food Co., and of the Campbell Soup 
Co. Ltd. He is also a director of many 
other corporations. 


J. Ropney BALL, president of The Morris 
Plan Bankers Assn., was re-elected to that 
position at the annual convention in Wash- 
ington, D. C. Mr. Ball is treasurer of The 
Lawrence Morris Plan Co. of Lawrence, 
Mass. 
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Mr. President - - - - 
3. 


What objectives and policies do you 
plan for your bank? 


What is your policy of experience 
requisites for every position? 


What objectives, if any, do you set 
for your borrowing customers? For 
non-borrowing customers? For savings 
customers? For safe deposit customers? 


What objective do you lay out for 
the management of your investment 
portfolio? 


How far do you plan ahead on build- 
ing and equipment? 

How specific and inclusive do you 
make departmental objectives? 


The answers to these five questions in policy 
determination very largely determine the success 
of any bank president. The answers are in one 
chapter of ‘If I Were a Bank President’’—the 
big little book reprinted from a series of articles 
under the same title by request of BANKERS 
MONTHLY readers. 

Send for a copy on 5 days Free Inspection. Or, 
you can have a copy with our compliments to- 
gether with a One-Year Approval Order for 
THE BANKERS MONTHLY. 


Send No Money Just Check Your Preference 


RAND MSNALLY & COMPANY 
536 S. Clark St., Chicago 


C2 Send us a copy of “If 1 Were a Bank President” by 
R.E. Porter. After 5 days we will either send you 
the $1.50 or return the book. 


0 Send us a copy of “If I Were a Bank President” by 
R. E. Porter and THE BANKERS MONTHLY for 
one year, and charge our account $5. After one 
year, you are to reimburse us in full if the subscrip- 
tion does not more than pay for itself. 





R. S. Hecht Elected Second 
Vice President A. B. A. 


It was time for the State Bank Division 
to elect one of its members as second 
vice president of the American Bankers 
Association at Los 
Angeles, and 
Rudolph 8S. Hecht 
was chosen as the 
most prominent 
member of that 
division. His elee- 
tion puts him in 
line for the presi- 
dency for the year 
1934-35. 

Mr. Hecht has 
a been especially 


RUDOLPH S. HECHT Prominent in A. B. 
A. circles for sev- 


eral years as the chairman of the Economie 
Policy Commission. His place on that 
commission is to be taken by Leonard P. 
Ayres, vice presi- 
dent of The Cleve- 
land Trust Co. Mr. 
Ayres has been a 
prominent member 
of the committee 
for some time, and 
his recognition as 
one of the chief 
economists of the 
country places this 
commission in a 
position to be, if 
anything, even 
more important in 
the immediate future. Mr. Ayres’ analyses 
of business are eagerly watched for and 
highly eredited by both bankers and busi- 
ness men throughout the country. 











LEONARD P. AYRES 





A. F. REED, vice president of the Cleve- 
land Trust Co., has resigned to become 
executive vice president in charge of the 
affairs of the reorganized Union Savings 
and Trust Co. of Warren, O. The re- 
organized bank with a new board of diree- 
tors, composed largely of representative 
business and civie leaders of Warren, is 
scheduled to reopen for business October 
24. 


CHARLES T. FISHER, JR. has resigned as 
manager of the Reconstruction Finance 
Corp. in Michigan territory to accept a 
vice presidency in First National Bank— 
Detroit. He is sueceeded by JOHN C. 
Hicks, who has been a member of 
the Reconstruction Finance Corp. from 
its inception, is also president of the 
Michigan Bankers Association and presi- 
dent of the following banks: St. Johns 
National Bank and the Clinton County 
Savings Bank of St. Johns, the Commer- 
cial National Bank and the Ithaca Savings 
Bank of Ithaca, and the Pompeii State 
Bank of Pompeii. 


What is the difference in collateral 
value between different kinds of 
warehouse receipts ? 


Field warehousing is a loan pro- 
tection that every banker should 
understand. 
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CURRENT BANKING CHANGES . 





State & Town 


Alabama 


Evergreen 
kansas F 
Mineral Springs 


California 
Hawthorne 


Highland 
Needles 


Florida 
Fort Myers 


Georgia 
Hartwell 


Macon 


Ray City 
Sparta 


Illinois 
Champaign 


Chicago 


Indiana 
Argos 


Kentland 
Kentuc! 
West Louisville 
Whitesburg 
land 


Berlin 


New Windsor 

Williamsport 
Michigan 

Bay City 

Benton Harbor 


Brown City 


Manistique 
Nebraska 
Ceresco 


Dalton 
Sargent 
New Jersey 
White House Stn. 


New York 
Massena 


New York City 


North Carolina 
Ahoskie 
Stokesdale 


Oregon 
Milton 
Portland 
South Carolina 
Chesnee 
Florence 


Johnston 
Manning 
Tennessee 
Cross Plains 
Etowah 
New Bern 


Virgini 
Norfolk 
Washi n 
Cashmere 
Raymond 
Spokane 
Wisconsin 
Chetek 


Monroe 


Weyerhauser 


NEW BANKS ORGANIZED 
AND BANKS REOPENED UNDER SAME TITLE 


Banks not previously reported indicated by** 


21 Reopened banks; 1 National; 20 State; 26 New banks; 2 National; 
14 State and 5 State bank branches; 5 Private Banks 





VI cs oan aa 


SuRPLUS «& 
PrRorits 


$ 5,000 W. M. Newton 
Surplus 
T. E. Bell 


64,990 M. M. Randall 


tN 


,770 F. I. Holmes 


Luther Williams 


160,000 N. M. Harris 
1,000,000 Philip R. Clarke 


5,000 G. C. Tolin 


... C. J. Mackin 
.. M. K. Marlowe 


Z. P. Henry 
5,000 N. C. Graybill 


2,370 L. M. Meisel 
héawiaaew C. A. Conkey 


Milton Burkhelder 
Chas. R. Orr 
1,200 Frank Wedberg 


.. 2-1/8. A. Walford 
5,750 R. L. Sweet 


35,000 James A. Knowles 
Surplus 


. C. Long 


25,000 H. O. Nichols 
Surplus 
5,000 Hy. W. Rieke 
9,000 C. L. Lewis 


NaMeE OF Bank AND TRANSIT NUMBER CaPITAL 
awn 
Bank of Evergreen 61-553 (Opened Sept. 2) $25,000 
*Mineral Springs Banking Co. (a cooperative bank) 2,150 
(Open Sept. 3) 
*Bank of Inglewood (Branch of Inglewood) 90-1335 
(Opened Sept. 30) 
First Bank of Highland 90-607 55,000 
(Reopened Sept. 1) 
Bank of America (Branch of San Francisco) 
90-1334 (Open Sept. 1) 
Lee County Bank & Trust Co. 63-329 100,000 
(Reopened Aug. 29) 
*Citizens Banking Co. (Private) 64-276 
(Opened Aug. 29) 
*Luther Williams & Son (Private) 64-1137 
(Opened Oct. 3) 
*Peoples Bank (Private) 64-1138 (Opened Aug. 15) 
*Stewart & Pound Bank (Private) 64-1139 
(Opened Sept. 12) 
First National Bank in Champaign 70-195 150,000 
(Reopened Aug. 31) 
*City National Bank & Trust Co. 2-11 (Took over 4,000,000 
Commercial business, Savings Dept. and Checking 
Savings Dept. of Central Republic Bank & Trust 
Co. Trust and Loan Services are to be continued 
by Central Republic Bank & Trust Co.) 
(Opened Oct. 6) 
*State Exchange Bank (Branch of Culver) 71-1279 
(Opened Sept. 21) 
*Kentland Bank (Private) 71-1278 (Opened Oct. 1) 10,000 
*Farmers Bank 73-634 (Reopened Aug. 29) 15,000 
*Bank of Whitesburg 73-777 (Opened Oct. 10) 15,000 
*Exchange & Savings Bank 65-100 50,000 
(Reopened Sept. 10) 
New Windsor State Bank 65-299 (Opened Sept. 1 ) 25,000 
Savings Bank of Williamsport 65-86 8 Es_—.... . ce eee 
(Reopened Aug. 25) 
*Bay City Bank 74-33 (Reopened Sept. 26) 300,000 
Benton Harbor State Bank 74-178 81,220 
(Reopened Sept. 6) 
*Brown City Savings Bank 74-497 25,000 
(Reopened Oct. 1) 
*Manistique Bank 74-279 (Reopened Sept. 15) 50,000 
*Farmers & Merchants Bank 76-920 20,000 
(Reopened Oct. 1) 
Dalton State Bank 76-699 (Reopened Sept. 8) 25,000 
Farmers State Bank 76-354 (Reopened Sept. 3) 25,000 
*Bank of White House 55-709 (To open Nov. 1) 50,000 
Massena Banking & Trust Co. 50-525 150,000 
(Reopened Aug. 30) 
*Federation Bank & Trust Co. 1-338 1,500,000 
(Reopened Oct. 3) Capital & 
Surplus 
*Bank of Ahoskie 66-301 (Reopened Sept. 6) Bee ane 
*Stokesdale Commercial Bank 66-446 15,000 
(Reopened Sept. 27) 
Valley National Bank 96-329 (Open Sept. 10) 25,000 . 
Southeast Portland Bank 24-85 (Open Sept. 12) 50,000 
*Chesnee Cash Depository (Opened Sept. 6) 2,500 
*Guaranty Bank & Trust Co. 67-671 20,000 
(To open Oct. 15-22) 
*Johnston Cash Depository 67-670 2,500 
*Clarendon Cash Depository (Opened Sept. 3) 2,500 
*Cross Plains Bank 87-356 (Reopened Oct. 10) 
*Cantrell Banking Co. 87-788 (Opened Sept. 12) 
*Farmers & Merchants Bank 87-203 25,000 
(Reopened Sept. 12) 
*Southern Savings Bank 68-716 (Opened Sept. 14) 100,000 
*Cashmere Valley Bank 98-460 (Opened Sept. 24) 25,000 
*Willapa Harbor Bank 98-92 (Opened Oct. 10) 45,000 
*United Hillyard Bank 28-63 (Reopened Oct.7) = .......... 
*State Bank of Rice Lake (Service Station of Rice .......... 
Lake, Wis.) (Opened Sept. 15) 
*Commercial & Savings Bank 79-208 75,000 


(Reopened Oct. 3) 


*Security State Bank (Pay Station No. 1 of Lady-|.... 


smith, Wis.) 
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25,000 C. W. Bennett 


PRESIDENT 


CasHIER 


O. C. MeGehee 


Ernest Knight 


Harold Hukill, Manager 
V. A. Smith 


T. W. Andrews, Manager 
J. H. Fears 


R. C., O. K. and 

E. C. Griffith, owners 
Frederick W. Williams 
E. J. Patten 
L. L. Stewart and 

M. G. Pound, owners 
J. B. Prettyman 


H. B. Noyes 


Edgar Teague 


\Bertha D. Clark 


Herman Hale 
J. D. Henry 
E. C. Gilbert 


. E. L. Eshleman 


R. W. Phillips 
E. C. Fisher 


Ezra Pepper 
C. L. Smith 
Fred Mostrom 


R. F. Buchanan 
E. T. Larson 


Q 


. J. Kellenburg, Treasurer 


4 


. J. Shanahan, Treasurer 


A.B. Bray 
Fred C. Stevens 
R. H. Tisdale 


W. O. Hines 
R. K. Rutledge 


J. M. Edwards 
F. C. Rudy 


W. P. Murray : 
E. H. Chureh 


H. H. Rieke 
E. E. Colkett 


. Gustave Johnson, in charge 


H. C. Roth 
O. W. Malmgren, Manager 
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CHANGES DUE TO CONSOLIDATIONS 


State & Town 


Arizona 
Clifton 


Hayden 
Ar 


Forrest City 


Lake Village 


Walnut Ridge 


California 
Sonora 


Vacaville 


Vacaville 


Colorado 
Durango 


Florida 
Bradenton 


Illinois 
El Paso 


Glasford 


Indiana 
North Vernon 


Roachdale 


Iowa 
Hedrick 


Kansas 
Tescott 


Louisiana 
De Ridder 


Mi 
Bellevue 
Detroit 


Minnesota 
Belleplaine 


New Jersey 
Maplewood 


(Br. P.O. of S. Orange) 


New York 
Glenns Falls 


North Carolina 
Henderson 


Ohio 


Lorain 
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ABSORPTIONS AND CHANGES IN TITLE 


Banks not previously reported indicated by * 


1 Purchase; 4 Title Changes; 9 Consolidations; 7 Taken Over; 7 Mergers 
2 Successions; 4 Reorganizations; 1 Moved; 1 Conversion 


Present NAME AND SURPLUS & 
Transit NuMBER 


. a N: a w = N - oy a 
ForMER NAME How CHANGED) CapirTAL PRorFits 


PRESIDENT 


*Valley Bank & Trust Co. 


Valley Bank & Trust Co., Consolidation 
(Clifton Branch) 91-39 


Morenci, Ariz. with Clifton Rep. by H. O. 


derson 66-142 1-2-32) under new 


Surplus 
title Oct. 4 


Capital & 


*Cleveland Trust Co. 
(Br. of Cleveland, Ohio) 
56-112 


Peoples Savings Bank Assets acquired 
and deposits 
assumed by 
Cleveland Tr. 
Co., Cleveland 
and business 
transferred to 
Lorain Branch, 

Eff. Sept. 21. 


CASHIER 


Branch Oct. &. 
Vaney Bank & Trt Co.\Veley Bank & Triet Co (Come bie ccckieelecccccc cs shesecccccccastecstlesscvdsdecwesndess 
(Hayden Branch) 91-81 Ray, Ariz., with Hayden 5 by H. O 
Branch Oct. 8. 
*National Bank of Eastern Bank of Eastern Arkansas Conversion $50,000 $155,930 W. W. Campbell A. C. Bridewell 
Arkansas 81-141 Eff. Oct. 1. 
First National Bank in Lake First National Bank Organized new 50,000 19,000 B. C. Clark S. H. Williams 
Village 81-598 (Opened (Closed 10/2/31) bank which 
Sept. 10) urchased old 
an 
*Twin City Bank 81-366 Bank of Hoxie, Hoxie, Ark. Moved and _ ee J. K. Gibson R. O. Rainwater 
changed title 
Oct. 3 
Bank of America, Sonora Br. First National Bank and Taken over by —..... 2... 2c cece cece eee eee eee ence een eee 
90-765 Tuolumne County Bank Bank of 
America 
National Trust 
& SavingsAssn. 
and consoli- 
dated with 
Bank of 
America, 
Sonora Branch 
Eff. Aug. 13 
*Bank of America National First National Bank Taken over 
Trust & Savings Assn. Taken over by Bank of Oct. 1. and 
(Vacaville Branch) America National Trust & consolidated 
90-473 Savs. Assn., San Francisco with Vacaville 
Branch 
*Bank of America National Vacaville Savings Bank Taken over 
Trust & Savings Assn. Taken over by Bank of Oct. 1 and 
(Vacaville Branch) America National Trust & consolidated 
90-473 Savs. Assn., San Francisco’ with Vacaville 
Branch 
*Durango Bank & Trust Co. Durango Trust Co. Me 8 ‘Eishh sss eatingweeea ceo J. J. Emmons Geo. F. Fritz 
82-56 Eff. Sept. 21 
First National Bank 63-108 |Manatee County State Bank,|Consolidation «oo. ee lec ccc cee cece cece ec ceeeeetlencecececeescsces 
Palmetto, with First 
National Bank, Bradenton 
El Paso National Bank + First National Bank Assumed deposits 35,000 5,250 J. R. McKinney W. D. Kitchell 
| 70-734 (Closed 12/18/31) of old bank and 
opened Sept. 1. 
Glasford State Bank Farmers State Bank Reopened Sept. 6 50,000 7,500 J. I. Maple R. A. Addy 
70-1318 (Closed 1/22/32) under new title 
~— a & Trust Co. North Vernon National Bank, Consolidation . John Clerkin A. E. Siener 
71-41 North Vernon and Butler- Eff. Aug. 29 
= State Bank, Butler- 
. ville 
*Rochdale Bank & Trust Co. Roachdale Bank Reorganization 25,000 28,060 Chas. H. Crosby (Nathan Call 
71-893 Eff. Oct. 7 
*Hedrick Savings Bank Hedrick National Bank and Merger. 26,000 11,250 J. S. Swearinger L. E. Fleak 
72-2112 Iowa Savings Bank Eff. Sept. 10 
Bank of Tescott 83-628 Pasmecs: Wake Tie WI | fee ise reckons cc casvclecccasecncebacedsletseveus sauveesen 
Bank of Tescott Eff. Sept. 10 
First National Bank 84-99 State Bank of Merryville, Consolidation 100,000 54,650 J. H. McMahon J.C. Nichols 
Merryville with First Na- Eff. Aug. 18 
tional Bank, De Ridder 
Peoples State Bank 74-469 Bellevue State Bank Reorganization EE cxawae tes E. E. Hamilton H. Knickerbocker 
(Closed 5/9/32) Eff. Sept. 3 
*First National Bank First Wayne National Bank Title - 25,000,000 27,659,320 Donald N. Sweeny G. S. Hoppin, Jr. 
9-1 Eff. Oct. 8 
State Bank of Belle Plaine Farmers State Bank, Assets and 30,000 15,490 J. S. Effertz W. J. Gatz 
75-316 Blakeley deposit taken 
over Aug. 29 
*Maplewood Bank & Trust/Prospect Trust Co., with Merger ow... seeeejeee eee e ee leneeee eee re eeetleneeeees 
Co. 55-501 — swood Bank & Trust Eff. Sept. 2 
Co and , on as 
Prospect office 
*Glenns Falls ae Bank National Bank of Glenns Falls Title 100,000 686,460 D. H. Cowles W. T. Cowles 
& Trust Co. 50-255 Eff. Oct. 1 
*First National Bank in Hen- First National Bank (closed Reorganized 120,000 . W.S. Parker F. B. Robards 


(Continued on next page) 
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CHANGES DUE TO CONSOLIDATIONS 


Present NAME AND 
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Strate & Town Taanee Noumea Former NAME How Cuancep = CapiraL wo PRESIDENT CasHIER 
Pennsylvania ’ ; eee e 
Johnstown *Johnstown Trust Co. Uaiied Shaten Tat Coe. WH ho vc i cacccclececccetcshidicccscncceccncseseseasenequn 
60-105 Johnstown Trust Co. Eff. Sept. 26 
Tennessee ; c 
Johnson City *The Hamilton National Bk. Unaka & City National Bk. Succeeds PEE ENe W.E. Tomlinson (T. W. Roland 
of Johnson City 87-74 
Maryville *Bank of Maryville 87-156 Bank of Blount County yith Merger 100,000 $92,100J. A. Cox Jno. Badgett 
Bank of Maryville Rep. Sept. 19 ° 
exas 
Needville *First State Bank 88-1801 (Damon City State Bamk,|\Comsolidation = |... ccccccleccccccccsfe ccc cencccncccscclecscccesccccceees 
Damon, with First State) Eff. Aug. 26 
Bank, Needville 
Vir; 
‘lintwood *Cumberland Bank & Trust C pore tar, Bank of Clint~ Merger 50,000 ..........1C. G. Jackson R. S. Sutherland 
Co. 68-715 , Clintwood (New) Eff. Sept. 16 
and Bank of Haysi, Haysi, 
Haysi *Cumberland Bank & Trust Bank of Haysi 8 hiecdddiccbesanadevadecandeccaveceseusie ccdddesasaaneuss 
Co. (Branch of Clintwood, Eff. Sept. 16 
Va.) 68-624 
Washington : : . 
Monroe *First National Bank Monroe National Bank with Consolidation 25,000 13,090/Frank Wagner R. W. Jellison 
98-120 First National Bank Eff. Aug. 3 
West Virginia 5 as 
Charles Town *Farmers Bank & Trust Co. Farmers & Merchants De- Merger 100,000 74,240R. L. Withers S. L. Phillips 
69-365 sit Co., and Jefferson Eff. Sept. 26 | 
ank & Trust Co. } 
Weston *Weston National Bank National Exchange Bank Assets taken over 100,000 pT Sera 
(new) 69-144 (closed 10-3-31) by new bank Surplus | 
which opened 
Sept. 15 
Wisconsin 
Milwaukee *First Wisconsin National National Bank of Commerce'Consolidated =... . 2.2... eee ee eee ees eee eee 
Bank 12-2 with First Wisconsin Na- Sept. 22 and 
tional Bank operated as 
Commerce 
office , 
Reedsburg *The Reedsburg Bank Citizens State Bank and Merger 200,000 112,540 R. P. Perry J. H. Hickey 
79-262 Reedsburg Bank Eff. Sept. 24 | 


Banks Reported Closed 


with closing dates and transit numbers. 
Banks not previously reported indicated by * 


ALABAMA 

Red Level—*Peoples Bank. 61-439— 
Oct. 6 

CALIFORNIA 

Grimes—*The Colusa County Bank 


(Branch of C 


Colusa) 90-810—Vol. closed 
Oct. 1, 


COLORADO 


Peetz—*First National Bank. 82-342— 
Suspended Sept. 19. 

FLORIDA 

—_, Pierce Bank. 63-120 
—Se 9 

Monticello——*Bank of Monticello. 63-305 
—Sept. 21. 

Sarasota—Bank of Sarasota. 63-194— 
Aug. 29. 

GEORGIA 


Macon—*American Loan & Savings Co. 
64-1129 (Private) (Not operating) 


IDAHO 


Boise—First National Bank of Idaho. 
92-1—Aug 
Buhi—Buh> ‘State Bank. 92-274—Aug. 31 


Caldwell—Caldwell State Bank. 92-51 
—Aug. 31. 

sar a 1 hr A eta State Bank. 
92-120—Sept. 


i a J — 92-160—Sept. 1. 

— of Emmett. 92-84—Aug. 

Genesee—Genesee Exchange Bank. 92- 
107—Sept. 7. 

Meridian—-Meridian State Bank. 92-255 

—Aug. 2 

Nampa—Nampa State 
Aug. 31. 

Parma—Parma National Bank. 9$2-265— 
Sept. 1. 


Bank. 


Rupert—Rupert State Bank. 92-283— 
Aug. 

Weiser—Weiser State Bank. 92-285— 
Aug. 

ILLINOIS 

Astoria—*Astoria State Bank. 70-759— 


(This bank closed Sept. 26, 1931 re- 
opened Sept. 1, 1932 and closed again 
Oct. 4) 

Fulton—*Fulton State Bank. 


70-1311— 
Sept. 23. 


Marengo—First National Bank. 70-656 
—Suspended Aug. 27. 
Olive Branch—*Olive Branch State 


Bank, 70-1760—Oct. 10. 
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NEW BANKS REPORTED IN PROCESS OF ORGANIZATION 


tIndicates Press Report 


Banks not previously reported indicated by * 


4 State Banks; 





2 State Bank Branches; 3 National Banks 


Strate & Town Name or Bank CapiraL rte CoRRESPONDENT 
. etal ee | 
Indiana | } 
Martinsville *The National Bank of | eee [Francis T. Singleton, 
Martinsville | | 0 E. Washington St. 
Iowa 
Elgin \t*Citizens State Bank ee | Ernest Schore, President 
| JS. Baumgartner, Cashier 
La Porte City |tWaterloo Savings Bank .||.......... Oech apmiad |Glenn C. Teeter, in charge 
| (Branch office of Waterloo) 
Northwood tFarmers State Bank i |........... ner yee W. R. Johnson, in charge 
| (Branch office of Grafton)) | } 
Massachusetts | 
Boston t*Pilgrim Trust Co. 300,000; $150,000) Allan H. Sturges, President 
| | J. Henry Miley, Vice President 
Mississippi | | : 
Corinth |tCorinth Bank & Trust Co. | WR hhc eieccshucdsdececevacbueuceseunwasees 
New Jersey } 
Plainfield ¢Fourth National Bank of 200,000 200,000| Wm. W. Coriell, Pres. 
Plainfield | Horace Staples, Temporary 
| | Cashier 
Pennsylvania ‘ 
Ardmore \{*Main Line Trust Co. j|.......... Richard 8. McKinley, President 
| Wm. J. Lloyd, Secty. & Treas. 
Washington 
Sumner |\*The First National Bank | pO eee . J. R. Fortier 


of Sumner } 


Tallula—*Tallula State Bank. 70-963— 
Sept. 16. 

West Union—*First State Bank. 70-1662 
—Sept. 30. 

INDIANA 

Hymera—Hymera State Bank. 71-788— 
Sept. 

Mishawaka—*Mishawaka-St. Joseph 


Loan & Trust Co. 71-162—Vol. Liq. 





Sept. 16. 

Orleans—Citizens State Bank. 71-543— 
Sept. 6 

Roanoke—First & Farmers State Bank. 
71-895—Sept. 8 


Summitville—*Farmers State Bank. 71- 
1159—Sept. 13. 


Vincennes—*First National Bank. 71-153 
—Suspended Oct. 1. 


IOWA 

Battle Creek—*Maple Valley Savings 
Bank. 72-945—Oct. 6. 

Belle Plaine—Corn Belt Trust & Sav- 
ings Bank. 72-292—Sept. 12. 

Northboro—*First National Bank. 72- 
1500—Sept. 13. 


Rutland—*Rutland Savings Bank. 72- 

1570—Sept. 24. 
Tiffin—*Tiffin Savings Bank. 72-1616— 
Sept. 26. 


KANSAS 

Bonner Springs—*Commercial State 
Bank. 83-1272—Sept. 22. 

Hedville (Salina P. 0: )—*Hedville State 
Bank. 83-1210—Sept. 20. 

Larned—*Arkansas Valley State Bank. 
83-1258—Sept. 16. 

Ogden—*State Bank of Ogden. 83-1121— 
Sept. 20. 

Penalosa—*Penalosa State Bank. 83-987 
—Sept. 20. 


MICHIGAN 

Center Line—Center Line State Sav- 

ings Bank. 74-1071—Suspended Aug. 

Daggett—Daggett State Bank. 174-933 
ug. 


East Betroit—erirst State Bank. 174- 
1016—Suspended Sept. 30. 

Grand Ledge—*Grand Ledge State Bank. 
74-320—Suspended. Rep. Sept. 28. 


(Continued on page 704) 
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Plainwell—*Citizens State Savings Bank. Foster—*Farmers & Merchants Bank. Yukon—*First National Bank. 60-1456— 
74-795—Sept. 19. 76-95 Sept. 19. Suspended Sept. 16. 
Powers—First State Bank. 74-802— Hooper—Hooper State Bank. 76-331— 
Sept. 1. Sept. 12. SOUTH DAKOTA 
Rose City—*Rose City State Bank. 74- York—American Trust Co. 76-1047—In Java—*First State Bank. 78-283—Sus- 
820—Suspended. Rep. Sept. 28. process of liquidation. Rep. by Sec- pended Oct. 3. : 
Wayland—*Wayland State Bank. 74-88 Treas. Sept. 3. Letcher—*First National Bank. 78-344— 
3 21. Sus 1 27 
: ‘ ' pen ed Sept. 27. 
MINNESOTA NORTH CAROLINA : *Citizens National Bank. 
5 eines — . Sy eet nes Old Fort—*Bank of Old Fort. 66-410— 78-250-—-Suspended Oct. 3. 
Frazee—*First National Bank. 75-2: Sept. 15. 
Garfield Garfield State Bank. 75-759 nina 
é *ld—Gé > State sé <. 5-759— 5 " 
" Sept. 7. 7 sities NORTH DAKOTA Holladay—*Bank of Holladay. 87-399— 
Glencoe—Bank of Glencoe. 75-234—Aug. ia State Bank, 77-771— Oct. 3. 
te _ ept. si. a » 
Howard Lake—*Bank of Howard Lake. Wellsburg—*Farmers State Bank. 77-817 TEXAS 
75-459—Sept. 17. —Sept. 21. Lyford—*First State Bank. 88-1477— 
Jackson—*Brown National Bank. 75-215 Sept. 30. 


—Suspended Oct. 1. OHIO Sunset—*Sunset State Bank. 88-1310— 
Mantorville—*First State Bank. 75-810— Valley City—*Farmers Bank. (Private) Sept. 12. 
Oct. 10. 56-1183—Oct. 7. 
New At State Bank of New Au- ” WASHINGTON 
burn, 75-868—Sept. 9. a OKLAHOMA Walla Walla—*Peoples State Bank. 98- 
Sunburg F armers State Bank. 75-950 Burlington—*Bank of Burlington. 86-696 19—Sept, 14. 
—Sept. 2. " : iota Sept. 20. Waterville—* Douglas County State 
—“a State Bank. 75-961— Perry—*Farmers & Merchants Bank. 86- Bank. 98-163—In hands of Supervisor 
e ‘ —Sept. 24. cing i 
Wabasso—*Citizens State Bank. 75-971— wit on Of BORIS Ter OE Sa. FF. 
Oct. 3. OREGON WISCONSIN 
Wendell—*First National Bank. 75-987—  Gresham—*First State Bank. 96-129—In Astico—*State Bank of Astico. 79-1013 
Sept. 15. hands of Supt. of Banks for liq. Sept. —Suspended Oct. 1. 
MISSOURI 26. Avoca—*Avoca State Bank. 79-446— 
= = ~s ¢ ry > © 2 » 
Maucett—Bank of Faucett. 80-980—Auc Scappoose—*First National Bank. 96-219 Suspended Sept. 22. 5 Pry 
“31 ia a ’ satan —Suspended Sept. 29. Cornell—*State Bank of Cornell, 79-828 
“wd >h3 7 ae = Wasco—Bank of Commerce. 96-142—In —Suspendec ee * 
Rhineland—Rhineland Bank. 80-845— hands of State Banking Dept. Sept. 5. Mount Hope—*Mount Hope State Bank. 
Sept. 6. EAE 79-616—Suspended Sept. 26. 
MONTANA PENNSYLVANIA North *_ *State Bank of North 
cville—*State Bank oe o2. Cairnbrook—*First National Bank, 60- Bend. 5—Suspe ad Oct. 3. 
ie ther _— Bank of Flaxville. 93 1454—-Sept. 14. Sturgeon. “Bay—*Merchants Exchange 
cm cA Clymer—*Dixonville Deposit Bank. 60- 3ank. 79-209—Oct. 6. 
NEBRASKA 1661—In possession of Dept. Sept. 27. Waukesha—*National Exchange Bank. 
Bladen—*State Bank of Bladen. 76-446 Dickson (Ind. Br., Scranton P. O.)— 79-131—-Suspended Sept. 23. In process 
—Sept. 30. *Liberty National Bank. 60-1663—Sus- of liquidation in accordance’ with 
Cedar Rapids—*Farmers State Bank. 76- pended Oct. 3. agreement with Waukesha National 
1231—Sept. 24. Emporium—*First National Bank. 60- Bank. 
Chappell—*Chappell State Bank. 76-948 i7—Suspended Sept. 23. Westby—*Bank of Westby. 79-374—Sus- 
—Sept. 28. Springfield (Media P. O.)—*Springfield pended Sept. 24. 
Cotesfield—*First State Bank. 76-692— National Bank. 60-1723—Suspended Westby—*Westby State Bank. 79-373— 
Oct. 6. Sept. 22. Suspended Oct, 1. 


a American Bankers Associati 
issues this book to 

vu = Help You Cut Costs 

> Y < AL See 

; oT a If you want to enjoy bed dorser by number instead of 

rock transit costs, you must by name. This system— 
first have a good operational Seves moncy by reducing 
system*. .. . then an accurate clerical time. 
check list of transit numbers. Eliminates misunderstand- 


TI \ i a ings and inconveniences. 
Be AMCHCER Seance Saves time in filing, finding 


Association publishes a and handling while being 
book which enables clerks checked. 

to look up any transit 
number by bank name, 
and vice versa. 


All of these savings are 
yours for only $2.50. The 
1932 edition has just been 

This book also permits the issued. A copy will be mailed 
writing of transit letters by post paid upon receipt of 
listing the drawee and en- your order. 


*An article coniaining suggestions on the 
subject will be published in the December 
Bankers Service Butietin. You can 
obtain an advance proof by writing the 


Publishers. 


RAN D MSNALLY & COMPANY, Publishers 


(Official Numbering Agent A. B. A.) 
536 South Clark Street - Chicago, Illinois 


Readers will confer a favor by mentioning THE NOVEMBER 1932 BANKERS MONTHLY when writing to our advertisers 








